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Preface 


The  study  reported  here  provides  an  analysis  of  the  organiza- 
tion, operating  practices,  services,  and  problems  of  wool  pools 
in  the  United  States.  Wool  pools  are  generally  cooperative  wool 
marketing  associations.  They  may  be  local  or  regional.  As  used 
in  this  report,  the  wool  pools  are  usually  local  independents;  they 
are  not  to  be  confused  with  the  pooling  operations  of  regional  or 
State  cooperatives.  The  efficiency  with  which  pools  perform  their 
marketing  functions  has  a  substantial  influence  on  prices  received 
for  wool,  costs  of  marketing,  and  returns  to  growers. 

The  study  was  originally  started  in  1962,  but  it  had  to  be  set 
aside  until  1963-64  when  personnel  were  available  to  complete  it. 
Since  the  information  relates  to  basic  problems,  it  is  substantially 
as  applicable  now  as  it  was  at  the  time  the  study  was  first  started. 

The  author  gratefully  acknowledges  the  assistance  of  Dr.  A.  D. 
Jones,  Agricultural  Economist,  Marketing  Economics  Division, 
Economic  Research  Service,  who  helped  in  the  planning  of  the 
study,  the  preparation  of  the  questionnaires,  and  the  collection  of 
data  through  personal  interviews  in  the  Eastern  and  Southern  States. 
Dr.  Jones  was  especially  helpful  also  in  the  organization,  planning, 
and  review  of  the  manuscript.  Walter  L.  Hodde,  formerly  of  the 
staff  of  the  Livestock  and  Wool  Branch,  Farmer  Cooperative 
Service,  also  helped  to  plan  the  study,  to  develop  questionnaires, 
and  to  collect  the  data  in  the  Western  States. 
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Highlights 


In  1961,  there  were  234  wool  pools  mar- 
keting 16  million  pounds  of  wool.  They  repre- 
sented 36,000  growers  with  an  average  clip 
of  430  pounds  each.  These  pools  operated  in 
fleece  and  range  areas.  The  pooled  wool 
represented  12  percent  of  the  shorn  wool  that 
was  produced  by  27  percent  of  the  growers 
in  29  States. 

The  wool  pool  method  of  marketing  has  been 
used  for  over  a  century.  Because  of  the  rela- 
tive ease  of  organization,  many  pools  operate 
only  a  few  years.  Of  the  pools  in  existence 
in  1961,  almost  half  had  been  organized 
during  the  previous  10  years. 

Wool  pools  are  primarily  organized  as  local 
independent  cooperatives.  Fifty  percent  of  them 
serve  a  geographic  area  of  1  or  2  counties. 
However,  37  percent  of  the  pools  in  the  fleece 
area  coordinated  their  sales  with  other  pools. 
Forty-three  percent  of  all  pools  were  unin- 
corporated; only  36  percent  used  marketing 
agreements. 

The  average  pool  assembled  67,000  pounds 
of  wool  from  their  trade  area.  Over  half  the 
pools  reported  that  65  to  74  percent  of  their 
clips  contained  1  to  49  fleeces.  Pools  normally 
did  not  own  storage  facilities.  In  1961,  39 
percent  of  the  pools  surveyed  used  railroad 
depots  for  storing  wool. 

Usually,  pools  accepted  all  the  clips  of  their 
members;  74  percent  did  not  discount  untied 
fleeces    and   over    50  percent,  taggy  fleeces. 
Fifty-seven  percent  of  the  pools  did  not  grade 
their  wool. 

In  1961,  over  half  the  pools  were  sold  before 
assembly  or  by  forward  contract.  Wool  pools 
do  not  generally  consign  but  sell  on  an  out- 
right basis,  normally  by  sealed  bid.  Most 
pooled  wool  is  sold  on  an  f.o.b.  basis. 

Wool  pools  usually  specify  in  their  bid 
sheets  that  buyers  are  required  to  take  all 
grades  of  wool.  Of  the  pooled  wool  reported 
as  graded  in  the  study,  73  percent  was  medium; 
12  percent,  fine;  8  percent,  half-blood;  and 
the  remainder,  off-wools. 


Wool  manufacturers  and  topmakers  usually 
buy  direct  from  pools.  In  1961,  these  buyers 
purchased  56  percent  of  the  pooled  wool. 

Growers  believed  that  increased  bargaining 
power  was  the  primary  advantage  of  wool 
pools.  However,  pools  varied  in  this  for  the 
following  reasons:  (1)  Market  information  was 
inadequate  between  the  pool  and  buyer;  (2) 
volumes  of  wool  handled  by  pools  differed, 
ranging  from  3,000  to  272,000  pounds;  (3) 
competition  differed  among  pools;  pools  re- 
ceived from  1  to  9  bids;  and  (4)  the  prepara- 
tion, grading,  and  delivery  of  wool  differed 
among  pools. 

Wool  marketing  costs  varied  considerably 
among  pools.  However,  the  typical  pool  mar- 
keted wool  for  approximately  1  cent  per  pound. 
Marketing  costs  were  low  in  many  pools,  pri- 
marily because  labor  and  management  were 
donated  by  pool  members  and  outside  agencies. 

Suggestions  to  consider  in  establishing  and 
operating  pools  successfully  are: 

•Determine  the  economic  need  for  a  pro- 
posed pool. 

•Incorporate  pools. 

•Use  marketing  agreements  to  stabilize 
pool  volume. 

•Coordinate  grading  and  selling  activities 
among  pools. 

•Schedule  assembly  for  maximum  partici- 
pation by  grower  and  buyer. 

•Establish  and  maintain  a  list  of  potential 
buyers. 

•Market  each  clip  on  a  grade  and  yield 
basis. 

•Establish  pool  standards  to  encourage 
better  preparation  of  clips. 

•Consider  alternative  selling  arrangements 
with  other  marketing  agencies. 

•Use  the  sealed  bid  method  of  selling. 

•Provide  more  adequate  quality  and  yield 
information  to  buyers. 

•Emphasize  pool  management. 

•Establish  and  use  a  system  of  records  to 
pay  growers  on  a  merit  basis. 

•Provide  for  a  continuous  membership  pro- 
gram. 
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Wool  Pools 

Organization,  Practices,  Services, 

and  Problems 


By 
Dale  W.  Wilson 

Livestock  and   Wool  Branch 
Marketing  Division 

The  American  textile  industry  has  been 
faced  with  higher  costs  and  increased  foreign 
competition  since  World  War  II.  Because  of 
these  economic  changes  in  their  industry,  the 
textile  firms  have  tended  to  integrate  into 
fewer  but  larger  firms  and  to  change  their 
method  of  purchasing  wool. 

These  adjustments  have  influenced  the  mar- 
keting patterns  of  wool  growers.  Just  before 
World  War  II,  about  80  percent  of  the  clips 
were  handled  by  central  market  dealers.  Top- 
makers  and  manufacturers  purchased  only  5 
to  10  percent  of  the  total  domestic  clip  direct 
from  growers  (4). 1 

Instead  of  securing  their  wool  from  local 
and  central  market  dealers,  many  topmakers 
and  manufacturers  now  purchase  directly  at 
warehouses  in  the  producing  area.  These  firms 


also    purchase    millions    of   pounds    directly 
from  large  producers  annually. 

Thus,  producers  who  had  neither  a  warehouse 
nearby  nor  a  clip  large  enough  to  attract 
manufacturers  and  topmakers  found  them- 
selves in  need  of  a  suitable  market  for  their 
wool.  Because  volume  seemed  the  primary 
factor  in  interesting  the  buyers  for  mills, 
these  small  growers  turned  to  organizing 
wool  pools. 

The  pools  are  organized  by  growers  to 
provide  a  mechanism  by  which  to  market  their 
clips.  Most  pools  operate  on  a  cooperative 
basis.  (See  p.  11  for  definition  of  a  coopera- 
tive.) However,  the  pooling  operation  can  be 
used  by  other  marketing  agencies,  such  as 
dealers  and  warehouse  operators.  These  pools 
may  be  organized  on  a  formal  basis  (pursuant 
to  State  law),  or  they  may  operate  informally. 

The  operating  practices  of  pools  are  as- 
sembly, grading,  and  selling.  The  efficiency 
with  which  cooperative  wool  pools  perform 
their  various  functions  has  a  substantial  in- 
fluence on  prices  received  for  the  wool,  costs 
of  marketing,  and  returns  to  growers. 


Objectives  and  Method  of  Study 


Objectives  of  the  study  reported  here  are: 
(1)  To  describe  the  organization  and  operation 
of  wool  pools  and  their  marketing  policies, 
services,  and  practices;  (2)  to  determine  the 
importance  of  wool  pools  in  wool  marketing; 


Numbers   in   parentheses    refer    to  items  listed  in 
Literature  Cited,  p.  38. 


(3)  to  ascertain  operating  costs  by  function 
and  by  volume  of  business;  (4)  to  ascertain 
attitudes  of  producers  and  buyers;  (5)  to 
determine  opportunities  for  improving  organi- 
zation, policies,  and  operating  services  and 
practices;  and  (6)  to  evaluate  the  efficiency 
of  wool  pools  as  related  to  price  determina- 
tion, marketing,  producer  incomes,  and  other 
services. 


The  study  was  planned  in  two  phases.  First, 
a  questionnaire  was  mailed  to  all  known  pools 
in  the  United  States.  Over  90  percent,  or  216 
pools,  responded.  The  answers  were  then  ana- 
lyzed as  to  the  volume  of  wool  handled,  num- 
ber of  producers  served,  and  certain  mar- 
keting characteristics.  After  the  analysis,  53 
representative  pools  were  selected  for  further 
study. 

Second,  data  were  obtained  through  per- 
sonal interviews  for  a  more  detailed  analy- 
sis of  the  selected  pools.  The  pools  were 
sampled  on  the  basis  of  one  pool  per 
State  and  20  percent  of  additional  pools. 
The  sampling  procedure  included  both  small 
and  large  pools  in  order  to  obtain  an  operat- 
ing range  and  to  include  pools  that  graded 
wool. 


In  addition,  20  buyers  were  interviewed. 
They  represented  16  firms  that  bought  nearly 
75  percent  of  the  wool  of  the  local  pools. 
Their  attitudes,  method  of  purchase,  area  of 
operations,  preparation  of  wool  for  marketing, 
and  problems  encountered  in  transporting 
wool  were  analyzed. 

A  primary  purpose  of  this  report  is  to  fur- 
nish information  about  wool  pools  as  a  mecha- 
nism in  wool  marketing. 

This  report  will  be  useful  to  research  and 
extension  workers,  teachers,  officials  of  public 
agencies,  and  leaders  of  industrial  and  agri- 
cultural organizations  in  evaluating  wool  pool- 
ing. It  will  also  be  useful  in  counseling  growers 
and  others  on  opportunities  for  organizing  and 
operating  additional  wool  pools  or  improving 
those  presently  in  operation. 


Location,  Operation,  and  Volume 


In  1961,  approximately  317,000  growers 
produced  almost  250  million  pounds  of  wool 
in  the  United  States.  About  142,000  of  these 
growers  and  128  million  pounds  of  wool  came 
from  29  States  in  the  West,  East,  and  South 
(appendix  table  13). 


Pools  operate  only  a  few  days  a  year. 
Generally,  they  have  no  permanent  storage 
facilities.  Local  wool  pools  provide  a  con- 
venient outlet  for  the  growers'  wool  where 
other  outlets  are  limited,  nonexistent,  or 
undesirable. 


The  234  pools  in  this  area  marketed  nearly 
16  million  pounds  of  wool  for  36,000  growers. 
This  represented  6  percent  of  total  wool 
production  in  the  United  States,  and  11  percent 
of  the  growers.  For  the  29-State  area,  it 
represented  12  percent  of  production  and  27 
percent  of  the  growers  (fig.  1). 

A  wool  pool  primarily  assembles  and  sells 
wool  for  its  members.  It  may  also  grade, 
finance,  store,  and  transport  the  wool.  Pools 
normally  charge  a  small  handling  fee  for  their 
service. 

Normally,  wool  cooperatives  pool  their 
members'  wool  at  a  central  collection  point. 
Pooling  means  commingling  of  wool  of  many 
growers,  and,  after  deducting  average  ex- 
penses, paying  growers  the  average  price 
received  for  wool  sold  during  a  definite  period. 
This  wool  may  be  sold  on  a  graded  or  ungraded 
basis. 


Wool  pools  operate  in  two  general  areas, 
commonly  referred  to  as  the  fleece  (farm) 
area  and  territory  (range)  area.  The  fleece 
area  contains  22  States  in  the  eastern  and 
southern  regions  of  the  country.  The  territory 
area  contains  7  States  in  the  western  region. 
In  the  study,  82  pools  or  35  percent,  were  in 
the  territory  States  and  152  pools,  or  65 
percent,  in  the  fleece  States. 

In  1961,  pools  in  the  fleece  States  mar- 
keted 7  million  pounds  of  wool,  or  44  percent 
of  the  pooled  wool.  Over  75  percent  of  the  wool 
produced  in  Massachusetts,  Virginia,  New 
Jersey,  North  Carolina,  Alabama,  and  Mis- 
sissippi was  sold  through  pools  (fig.  2). 

About  29,000  growers  sold  through  pools  in 
the  fleece  States.  Over  70  percent  of  the 
growers  in  Massachusetts,  Mississippi,  North 
Carolina,  Delaware,  and  Virginia  sold  through 
pools  (fig.  3  and  appendix  table  13). 


Fig.l  -  LOCATION  OF  WOOL  POOLS  IN  UNITED  STATES 


Fig.  2    PERCENT  OF  SHORN  WOOL  MARKETED 
THROUGH  WOOL  POOLS,  1961 
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Fig.  3 
PERCENT  OF  GROWERS  MARKETING  WOOL  THROUGH 

WOOL  POOLS,  1961 
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Pools  in  the  fleece  States  marketed  an  av- 
erage volume  of  40,000  pounds  for  about  190 
members.  The  average  size  of  clip  per  mem- 
ber was  212  pounds.  This  was  about  a  sixth 
the  size  of  an  average  territory  clip. 

In  the  territory  States,  pools  marketed  9 
million  pounds  of  wool,  or  56  percent  of  the 
pooled  wool,  in  1961.  The  percentage  of  wool 
marketed  through  these  pools  in  this  area 
was  much  lower  than  in  the  fleece  States. 
Growers  in  only  one  territory  State,  Montana, 
marketed  over  25  percent  of  their  wool  through 
pools  (fig.  3). 

There  were  7,000  growers  marketing  through 
pools  in  the  territory  States,  or  20  percent 
of  all  wool  growers  marketing  through  pools. 
The  percentage  of  growers  marketing  through 
pools  was  lower  in  these  States  than  in  the 
fleece  States.  For  example,  only  one  territory 


State    had    over    50   percent   of   its    growers 
marketing  through  pools. 

Pools  in  the  territory  States  sold  an  average 
volume  of  116,000  pounds  of  wool.  They  were 
almost  three  times  as  large  as  fleece  pools 
with  an  average  membership  of  90  growers. 
Size   of   clip  per  member  was   1,300  pounds. 

Comparisons  between  territory  and  fleece 
areas  in  marketing  pooled  wool  are  sum- 
marized as  follows.- 


Percent  of  total 

Area 

Growers 

marketing 

through 

pools 

Wool  sold 

through  pools 

Wool  pools 

20 
80 

56 

44 

35 
65 

100 

100 

100 

A  typical  farm  flock.  s 


.»     .  y 
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A  range  flock  at  the  watering  trough. 


Development  of  Local  Wool  Pools 


Wool  pools  have  been  in  existence  for  over 
a  century  with  essentially  the  same  form  of 
organization.  They  grew  rapidly  in  the  1920's 
and  early  1930's  (table  1).  Many  failed,  yet 
many  reappeared  in  the  1950's.  Why  did  this 


relatively  simple  form  of  cooperative  market- 
ing develop,  falter,  and  then  reappear?  The 
discussion  that  follows  explains  some  of  the 
reasons  for  this  and  may  lead  to  a  better 
understanding  of  the  problems  involved. 


Table  1. — Number  and  percentage  of  wool  pools 
operating  in  1961,  by  year  organized 


Year  organized 

Pools  reporting 

Number 

Percent 

1915-191. 

5 
14 

9 
19 
10 

7 

7 
20 
41 

8 

4 

1920-24 

10 

1925-29 

6 

1930-34 

14 

1935-39 

7 

1940-44 

5 

1945-49 

5 

1950-54 

14 

1955-59 

29 

1960 

6 

Total 

140 

100 

2  pools  were  organized  before  1915. 


Stages  of  Development 

Wool  growers  over  a  100  years  ago  recog- 
nized the  farmer's  problem  of  moving  wool 
from  farm  to  market.  A  wool  depot  or  a  wool 
pool  was  developed  to  meet  this  problem. 

The  first  wool  depots  were  started  in  1844 
in  New  York  as  mediums  for  wool  growers 
to  market  their  clips.  The  Agriculture  Report 
of  1849  stated:  "Object  of  the  wool  depot  was 
to  sort  and  arrange  the  wool,  that  the  manu- 
facturer may  readily  obtain  the  particular 
kind  adapted  to  his  machinery,  and  to  obtain 
for  each  sort  its  fair  value"  (6). 

It  was  argued  in  those  days  that  a  full  $0.05 
marketing  charge  existed  between  the  grower 
and  the  manufacturer.  However,  under  the  wool 
depot  system  $0,015  a  pound  would  cover  all 
expenses  for  receiving,  insuring,  sorting, 
storing,  and  selling  (6).  These  depots  lasted 
approximately  10  years,  possibly  long  enough 
to  insure  better  treatment  by  buyers  and  to 
help  educate  growers  on  production  and 
marketing. 

The  next  local  activity  in  marketing  wool  was 
in  1874  when  the  Grange  in  Ohio,  Kentucky, 
and  Michigan  secured  warehouses  and  collected 
wool  to  sell  direct  to  manufacturers.  But  this 


method  of  marketing  failed  along  with  other 
ambitious  attempts  at  marketing  by  the 
Grange  (20). 

In  1877,  a  group  of  farmers  in  Goodlettsville, 
Tenn.,  organized  the  first  wool  pool  as  we 
know  them  today  (2_).  It  operated  intermittently 
through  the  marketing  year  of  1960,  then 
merged  with  another  pool  (19). 

The  number  of  wool  pools  grew  rapidly  in 
the  first  two  to  three  decades  of  this  century. 
Over  30  percent  of  the  pools  operating  in  1961 
were  organized  between  1920  and  1934. 

During  this  same  period,  both  State  and 
regional  wool  cooperatives  were  formed.  Many 
early  wool  pools  were  forerunners  of  the 
present  State  and  regional  wool  cooperatives. 
Farm  groups,  extension  workers,  and  leading 
growers  were  active  in  organizing  these  coop- 
eratives. Many  wool  pools  disbanded  with  the 
advent  of  the  larger,  more  sophisticated 
cooperatives. 

In  the  1940'sand  1950's,  wool  pools  organized 
on  a  federated  basis.  This  was  a  significant 
development  that  helped  to  strengthen  the  wool 
pool  association.  The  development  occurred 
primarily  in  the  fleece  States  of  Virginia, 
Pennsylvania,  and  Tennessee.  Pools  in  these 
States  were  loosely  federated  for  coordinated 
sales. 

In  addition  to  the  federation  development, 
sizes  of  pools  have  increased  through  mergers 
and  growth.  Our  study  shows  that  since  1954, 
12  percent  of  the  pools  have  merged,  and  an 
additional  33  percent  had  opportunities  to 
merge. 

The  size  of  pools  was  also  affected  by 
changes  in  the  size  of  their  marketing  area. 
For  the  period  1954  through  1961,  size  of  the 
marketing  area  increased  36  percent. 

The  last  stage  in  the  development  of  wool 
pools  has  been  the  dramatic  increase  in  the 


Wool  growers  are  members  of  local  cooperatives. 
These  cooperatives  make  up  the  membership  of  a 
federation. 


number  of  new  pools.  Almost  50  percent  of  the 
pools  operating  in  1961  were  organized  in  the 
1950-60  period  (table  1).  Of  those  organized 
during  the  1950' s,  40  percent  were  organized 
in  1959.  Further,  over  half  the  new  pools 
organized  in  the  late  1950's  were  in  the  fleece 
States. 

Many  pools  failed  in  the  last  100  years. 
Some  disappeared  because  they  improved  the 
competiveness  of  wool  prices.  Once  prices 
were  improved,  growers  no  longer  needed  to 
sell  only  through  pools.  Other  reasons  for 
their  disappearance  were  lack  of  support  of 
wool  buyers,  overextension  of  credit,  ineffi- 
cient management,  and  inadequate  records  of 
pool  transactions.3 

Basis  for 
Establishment  of  Pools 

Usually,  wool  pools  were  established  to 
increase  the  bargaining  power  of  growers — an 
economic  need  of  wool  growers.  This  was 
spoken  of  as  the  need  for  a  market  alternative, 
a  method  to  increase  the  merchantable  volume 
of  wool,  and  a  desire  to  increase  buyer  com- 
petition. Some  of  the  influences  affecting  the 
bargaining  power  of  growers  are  discussed 
in  this  section. 

A  reason  for  forming  wool  pools,  particularly 
in    the   fleece  area,  has  been  changes  in  the 


procurement  practices  of  the  wool  trade.  As 
direct  buying  by  topmakers  and  mills  in- 
creased, dealers  bought  a  lesser  amount.  This 
led  to  the  removal  of  dealer  field  staffs. 
Topmakers  and  mills  will  not  normally  buy 
wool  clips  direct  from  small  growers.  Almost 
two-thirds  of  the  buyers  in  the  fleece  area 
reported  they  would  not  buy  from  individual 
growers.  Hence,  another  method  of  marketing 
wool  was  required. 

The  shift  of  the  sheep  industry  by  geographic 
regions  has  had  an  impact  on  the  need  for 
wool  pools.  The  number  of  sheep  and  lambs  on 
farms  increased  about  2  percent  for  the  fleece 
area  from  1955  to  1958  with  a  similar  percent- 
age of  decline  for  the  territory  area  (]_8).  Be- 
cause of  this  regional  shift,  marketing  require- 
ments also  change.  Hence,  wool  pools  were 
organized,  particularly  in  the  fleece  area,  to 
meet  this  need. 

Finally,  a  need  to  improve  the  quality  of 
wool  and  other  marketing  objectives  led  exten- 
sion services  of  several  States  to  assist 
growers  in  organizing  pools  for  their  mutual 
benefit.  Local  and  State  extension  personnel 
assisted  in  organizing  over  50  percent  of  the 
existing  pools.  For  example,  in  1956  and  1957 
extension  workers  assisted  growers  in  New 
York  in  forming  pools.  This  was  a  century 
after  the  first  wool  depots  had  operated  there. 


Pool  Organization 


In  general,  wool  pools  have  been  developed 
to  meet  marketing  requirements  of  wool 
growers.  These  individuals  have  become  asso- 
ciated in  order  to  achieve  a  common  economic 
objective — marketing  their  wool  clips. 

This  relationship  requires  coordination 
among  the  growers  in  labor,  capital,  and 
handling  of  wool  clips.  The  result  is  an  or- 
ganization  of   wool   growers    or   a  pool.4   An 


3  Johnston,  A,  Partial  History  of  Wool  Pools  in  the 
United  States,,  Talk  before  the  35th  Annual  Sheep  and 
Wool  Short  Course,  University  of  Wyoming,  Laramie, 
Wyo.    1959, 

4  The  terms  associations,  cooperatives,  and  pools 
are  used  interchangeably  in  this  report. 


organization  can  be  defined  as  the  structural 
relationship  of  any  business  firm  in  which 
coordination  takes  place  (15).  This  relationship 
is  made  up  of  certain  economic  and  legal 
considerations,  although  the  particular  type  of 
organization  may  vary  among  pools. 

Basic  Factors  in  Organization 

As  an  organization,  a  wool  pool  is  formed 
on  the  basis  of  its  relationship  between  the 
pool  (other  members)  and  the  individual  mem- 
ber. This  relationship  is  founded  and  promoted 
on  certain  basic  economic  and  legal  factors  (16). 
The  ability  of  a  group  of  individual  growers  to 


function  successfully  as  a  pool  depends  on  these 
factors. 


Economic  Factors 

(1)  The  economic  need  for  a  wool  pool.  Wool 
pools  are  business  organizations  and  must 
compete  with  alternative  marketing  outlets. 
If  there  is  a  lack  of  competitive  market  out- 
lets, the  marketing  cost  may  be  high  for  the 
grower.  A  wool  pool  would  be  a  competitive 
outlet  which  could  reduce  this  cost.  The  lack 
of  a  market  alternative  was  the  major  reason 
for  organizing  40  percent  of  the  existing  pools. 

(2)  Potential  membership  and  volume.  The 
number  and  size  of  flocks  in  a  particular 
marketing  area  is  important  in  organizing  a 
pool.  Because  a  minimum  volume  is  required 
for  efficient  pool  marketing,  20,000-30,000 
pounds,  the  pool  must  determine  if  the  pro- 
spective members  will  give  it  the  needed 
support. 

A  marketing  agreement  can  be  used  to  secure 
this  stability.  It  will  help: 

(a)  To  assure  the  association  continuous 
support  of  its  members. 

(b)  To   cut   down    the  cost  of  assembling 
wool  by  insuring  consistent  producer  delivery. 

(c)  To  assure  the  pools  a  minimum  volume 
for  a  lower  operating  cost. 

(d)  To  plan  the  pool's  future  operations  on 
the  basis  of  a  predictable  volume. 

(e)  To    assist   the   pool   in   financing   its 
operation. 

(f )  To    strengthen    the  stability  and  per- 
manency of  the  pool. 

(3)  Equipment  and  facilities  required.  The 
nature  and  extent  of  these  facilities  will  be 
determined  by  the  marketing  practices  of 
pools.  For  example,  wool  sold  prior  to  assem- 
bly requires  limited  storage. 

(4)  Capital  requirements  and  sources.  These 
requirements  are  determined  by  the  facilities 
used  and  the  nature  of  operation.  The  pool  may 
or  may  not  own  storage  facilities.   Also,  the 


pool  may  or  may  not  make  advance  payments. 
Finally,  sources  of  capital  may  include  mem- 
bership dues,  capital  stock,  local  banks,  and 
loans  from  Banks  for  Cooperatives. 

(5)  Market  outlets  for  the  pool.  The  potential 
purchasers  of  the  pooled  wool  should  be  con- 
sidered. These  may  or  may  not  differ  from  a 
buyer  of  individual  clips.  However,  the  larger 
volume  of  wool  will  probably  interest  more 
potential  buyers.  An  evaluation  of  market 
outlets  is  an  important  phase  of  marketing 
wool. 

(6)  Types  of  pool  organization.  Wool  pools 
may  be  organized  on  a  local,  federated,  or 
centralized  basis.  In  the  past,  wool  pools  have 
traditionally  organized  on  a  county  or  local 
basis.  However,  the  federated  or  centralized 
types  of  organization  may  be  considered  for 
larger  areas.  These  types,  as  currently  or- 
ganized, allow  several  pools  in  some  areas 
to  coordinate  grading  and  sales  to  improve 
their  bargaining  position  and,  perhaps,  to  lower 
marketing  costs.  (See  pp.  9-12  for  a  more 
complete  discussion  of  types  of  pool  organiza- 
tion presently  in  use.) 

(7)  Net  returns  to  members.  The  grower's 
income  is  influenced  by  both  the  price  received 
for  wool  and  the  marketing  costs.  Hence,  a 
wool  pool  should  be  evaluated  on  both  the 
marketing  costs  and  its  pricing  ability.  The 
wool  pool  must  be  able  to  market  at  a  lower 
cost  and  sell  its  wool  at  a  competitive  price. 

(8)  Special  considerations.  The  types  of  wool 
handled  or  restricted  by  the  pool,  preparation 
of  individual  clips,  and  relationships  with 
other  marketing  agencies  should  be  considered. 


Legal  Factors 

In  the  formation  of  a  pool,  certain  legal 
documents  are  necessary  to  outline  the  re- 
sponsibilities and  duties  of  the  pool  and  the 
members.  These  documents  set  the  pattern 
of  action  for  the  pool  and  provide  the  basis 
for  making  business  decisions. 


Organizational  Agreements. — Legal  docu- 
ments required  in  forming  a  wool  pool — are 
articles  of  incorporation,  bylaws,  and  mar- 
keting agreements.  (See  the  appendix  for  the 
suggested  forms.) 

In  drafting  these  documents,  there  are 
certain  factors  to  consider.  First,  all  forms 
may  or  may  not  be  pertinent  to  any  particular 
pool;  some  may  be  combined.  For  example, 
the  bylaws  may  include  the  terms  of  the  mar- 
keting agreement.  Second,  all  legal  documents 
should  be  drawn  up  by  a  competent  attorney, 
preferably  one  familiar  with  cooperative  laws. 
Third,  the  documents  should  cover  all  activi- 
ties of  the  pool.  The  preparation  of  wool  clips 
by  each  member  is  an  example.  Fourth,  State 
and  Federal  statutes  must  be  considered  in 
drafting  the  documents.  The  proposed  asso- 
ciation may  or  may  not  qualify  for  income  tax 
exemption,  Capper-Volstead  Act,  or  loans 
from  Banks  for  Cooperatives. 

Marketing  Agreements. — Loyal  support  of 
members  largely  determines  the  success  of 
wool  pools.  The  marketing  efficiency  of  a  pool 
depends  on  their  continued  patronage.  Mar- 
keting agreements  provide  an  important  step  in 
assuring  this  stability  (10). 

The  pool  is  formed  by  its  relationships  with 
its  members.  Marketing  agreements  specify 
this  relationships  in  writing.  These  agree- 
ments normally  provide  that  the  member  will 
deliver  all  his  wool  in  a  marketable  condition 
at  a  specified  time  and  place.  The  association 
agrees  to  market  the  wool  to  its  best  ability  and 
remit  the  net  proceeds  to  the  grower.  This  is 
the  essence  of  the  marketing  agreement. 

The  marketing  agreement  is  a  contract 
between  the  member  and  the  pool  and  has  the 
following  legal  objectives:  (1)  To  put  in  writing 
the  duties  and  obligations  of  both  parties; 
(2)  to  prevent  small  groups  from  deserting  the 
pool  and  violating  the  agreement;  (3)  to  restrain 
outside  interference  with  the  delivery  of  the 
members'  wool  clips;  and  (4)  to  obtain  damages 
from  a  noncooperating  member. 


Provisions  to  be  included  in  a  marketing 
agreement  are  as  follows: 

1.  Duration — the  length  of  the  contract  and 
whether  it  is  self-terminating  or  self- 
renewing. 

2.  Delivery  and  acceptance — the  place,  time 
of  delivery,  and  preparation  of  wool. 
The  member  is  usually  notified  annually 
about  these  requirements. 

3.  Breach  of  contract  provisions  (8) — liq- 
uidated damages,  injunction,  and  specific 
performance.  Other  more  detailed  provi- 
sions may  be  included  in  the  agreement. 

4.  Method  of  handling — wool  clips  may  be 
commingled  or  handled  as  individual 
units.  If  pooled,  the  clips  may  or  may  not 
be  graded. 

5.  Form  of  agreement — may  be  a  separate 
document  or  be  specified  in  the  bylaws. 

Finally,  there  are  two  important  legal  rela- 
tionships involving  the  ownership  of  the 
grower's  wool  doing  the  marketing  period  (11). 
Membership  agreements  can  be  classified  by 
this  type  of  relationship.  A  pool  may  have 
"agency"  type  contracts  with  its  members,  in 
which  the  pool  only  sells  the  wool  for  its 
members  and  does  not  take  title.  Or,  a  pool  may 
have  "purchase-and  sale"  contracts,  whereby 
the  pool  takes  title  to  member's  wool  as  well 
as  control  over  marketing  it. 


Types  of  Pool  Organization 

The  organizational  structure  of  wool  pools 
varies  among  existing  pools.  Their  organiza- 
tion varies  from  the  relatively  simple  local  to 
the  federated  pools.  In  addition,  wool  pools 
also  have  established  relationships  with  other 
marketing  agencies.  An  understanding  of  these 
different  types  of  organizational  arrangements 
can  be  useful  both  for  existing  or  potential  pools. 

Pools  in  this  report  were  classified  on  the 
basis  of  geographic  area  served,  membership 
application,  legal  form,  and  relationships  with 
other  organizations. 


By  Area  Served 


Membership  Affiliation 


Wool  pools  can  be  classified  as  to  the 
geographic  area  served.  In  1961,  they  operated 
on  a  local,  State,  and  regional  basis.  The 
geographic  size  of  pools  ranged  from  serving 
one  county  to  serving  areas  of  several  States. 

In  general,  most  pools  operate  on  a  local 
basis  with  the  membership  restricted  to  a 
relatively  small  area.  Eighty-five  percent 
of  the  pools  operated  in  this  manner  (table  2). 
Forty-four  percent  of  the  pools  reported  mem- 
bership restricted  to  one  county. 

Table  2e— Number  and  percentage  of  wool  pools 
operating  in  1961,  by  number  of  counties  served 


Counties 

served 

Pools  r 

eporting 

Number 

Percent 

One 

15 

2 
1 
4 
2 
2 

3 
2 
3 

34 

44 

Two ..., 

6 

Three 

3 

12 

Five 

6 

Six 

6 

Eight 

9 

Inter -State  operation.... 
Total 

6 
9 

ilOO 

-•-Items  do  not  add  to  100  percent  because  of  rounding. 

Wool  pools  also  operate  on  a  State  basis; 
that  is,  membership  is  statewide.  Six  percent 
of  the  pools  marketed  this  way.  Examples  of 
State  pools  are  found  in  New  Jersey  and 
Maryland. 

Finally,  wool  pools  operate  on  a  regional 
basis.  These  associations  may  cover  parts  of 
several  States  or  all  of  several  States.  Nine 
percent  of  the  pools  reported  marketing  for 
producers  in  more  than  one  State.  Such  pools 
may  or  may  not  be  formally  organized.  For 
example,  some  wool  growers  in  Louisiana 
marketed  their  clips  in  Mississippi  without  any 
formal  arrangements.  A  Virginia-North  Caro- 
lina pool  is  an  example  of  a  formal  organiza- 
tion. Wool  is  assembled  from  sections  of  both 
States  and  sold  at  a  single  sale. 


Wool  pools  can  also  be  classified  as  to  the 
type  of  membership  affiliation.  These  associa- 
tions may  be  classified  as  local,  centralized, 
or  federated. 

Local  Pools. — Fifty-eight  percent  of  the 
pools  were  independent  locals.  These  pools  did 
the  assembling,  grading,  and  selling.  The 
growers  had  a  direct  membership  in  the 
association.  Almost  all  pools  in  the  territory 
area  were  independent  locals. 

Wool  Pool  Federations. — In  1961,  40  percent 
of  the  pools  were  members  of  federations. 
These  federations  varied  widely  in  size,  or- 
ganization, and  services.  They  included  two  or 
more  pools  in  a  State,  or  pools  organized  on  a 
statewide  or  on  a  regional  basis.  They  operated 
in  the  following  eight  States:  Georgia,  Louisi- 
ana, Mississippi,  Pennsylvania,  Tennessee, 
Virginia,  West  Virginia,  and  North  Carolina. 

The  federation  may  be  organized  on  a  formal 
or  informal  basis.  An  informal  federation  is 
achieved  through  coordination  of  pool  sales, 
while  a  formal  one  has  a  central  organization 
of  groups  of  wool  pools.  This  is  carried  a  step 
further  in  one  State  where  the  federations  are 
members  of  overhead  sales  organizations. 
Such  an  arrangement  allows  the  wool  of  several 
federations,  in  addition  to  local  pools,  to  be 
sold  at  one  time. 

Services  of  the  various  pool  federations 
differ.  Some  federations  may  only  sell  the 
wool;  others  do  a  variety  of  services,  such  as 
grading,  weighing,  and  coordinating  the  as- 
sembly. The  West  Virginia  Wool  Marketing 
Association,  for  example,  sold  23  wool  pools 
in  1961.  It  coordinated,  assembled,  weighed, 
graded,  and  sold  the  wool  for  member  locals. 

Centralized  Pools. — A  third  form  of  mem- 
bership is  the  centralized  pool.5  It  directs  all 
services  relative  to  marketing  the  wool.  The 
local  assembly  point  is  a  division  of  the  central 
organization.  This  type  of  association  is  found 
in  North  Carolina,  South  Carolina,  Maryland, 
New  Jersey,  and  the  New  England  States. 


5  Wool  growers  are  members  of  the  central  organiza- 
tion. 


10 


The  size  of  these  pools  varies  from  a  region 
within  a  State  to  that  of  several  States.  In 
South  Carolina,  Maryland,  and  New  Jersey, 
the  pools  are  statewide.  In  North  Carolina, 
the  pool  does  not  include  the  whole  State;  in 
New  England,  parts  of  6  States  are  included. 


In  general,  the  management  of  the  unin- 
corporated pools  did  not  see  the  necessity  to 
incorporate.  They  said  "other  agencies  handle 
the  bookkeeping"  or  "volume  was  too  small,"  as 
their  reasons  for  not  doing  so.  Only  a  few  of 
these  pools  indicated  that  it  would  be  desirable 
to  incorporate. 


Legal  Form 


Wool  pools  are  business  organizations 
formed  to  market  wool  to  the  financial  ad- 
vantage of  their  members  with  the  financial 
benefits  accruing  to  the  members  as  patrons 
of  the  pool. 

The  definition  of  a  cooperative  will  help  to 
highlight  this  point.  "A  cooperative  is  a  volun- 
tary organization  of  persons  with  a  common 
interest,  formed  and  operated  along  democratic 
lines  for  the  purpose  of  supplying  services  at 
cost  to  its  members  and  other  patrons,  who 
contribute  both  capital  and  business"  (10). 

Generally,  wool  pools  can  be  considered 
cooperative  organizations.  Pooling  is  a  char- 
acteristic of  cooperatives  (1),  However,  each 
organization  must  be  examined  to  determine 
its  legal  status  (8).  For  example,  does  the 
organization  meet  the  conditions  of  the  Capper- 
Volstead  Act  or  the  Agricultural  Cooperative 
Corporation  Act  of  a  particular  State? 

The  legal  status  of  an  association  can 
usually  be  determined  by  examining  its  or- 
ganization papers.  Of  12  pools  studied,  10 
were  clearly  organized  as  cooperatives.  The 
type  of  organization  of  the  other  two  was  not 
clear.  Existing  pools  may  use  other  types  of 
business  organization.  Our  data  are  inadequate 
to  accurately  specify  the  legal  status  of  all 
pools.  However,  in  this  study,  all  pools  are 
treated  as  cooperatives. 

Incorporation. — Fifty-six  percent  of  the  wool 
pools  studied  were  incorporated.  These  asso- 
ciations were  formed  under  corporate  or 
cooperative  State  statutes.  Forty-four  percent 
were  not  incorporated  or  formally  organized. 


However,  there  are  two  types  of  risk  inherent 
in  unincorporated  pools.  First,  the  individual 
grower  can  be  held  liable  for  the  debts  of  the 
association.  Second,  there  is  a-  risk  to  wool 
buyers.  For  example,  the  wool  buyer  may  buy 
on  a  forward  contract  basis.  This  can  mean 
over  or  under  delivery  problems.  In  handling 
such  problems,  the  buyer  could  be  forced  to 
deal  with  all  the  growers. 

Membership  Requirements. — The  admit- 
tance of  wool  growers  to  pool  membership 
can  be  simple  or  complex.  Rules  and  regula- 
tions vary  between  pools.  Over  half  of  the 
pools  studied  had  no  requirements;  members 
simply  bring  their  wool  to  the  assembly  point 
on  a  given  day.  About  a  third  of  the  pools, 
mostly  in  the  territory  States,  had  membership 
agreements.  (See  pp.  8-9  for  a  more  complete 
discussion  of  membership  agreements.) 


Relationships  with  Other  Organizations 

The  relationship  between  pools  and  other 
organizations  or  other  activities  may  affect 
the  membership  structure  of  pools.  In  turn, 
this  will  affect  wool  pool  organization.  For 
example,  joint  operations  may  exist  between 
these  organizations  and  the  activities  of  wool 
pools. 

Membership  in  Other  Organizations. — A 
form  of  federation  similar  to  wool  pools  may 
also  be  achieved  through  State  wool  growers' 
associations.  These  organizations  are  made 
up  of  wool  growers  who,  in  turn,  may  be 
members  of  the  local  wool  pools.  Wool  growers' 
associations  can  provide  such  services  as 
giving  information  on  marketing  and  production 
and  performing  the  functions  of  assembly  and 
sales. 
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Membership  in  these  associations  is  much 
higher  in  the  territory  than  in  the  fleece  area. 
Seventy-eight  percent  of  pool  members  in  the 
territory  States  belonged  to  State  associations, 
whereas  only  22  percent  belonged  in  the  fleece 
States. 


Wool  growers'  associations  vary  in  the  type 
of  service  performed  for  locals.  In  general, 
the  associations  in  the  fleece  States  tend  to 
perform  more  functions  than  those  in  the 
territory  States.  For  example,  associations  in 
Georgia  and  Tennessee  coordinate  assembly 
and  sales  dates  for  pools.  In  the  territory 
States,  wool  associations  normally  only  as- 
sisted local  pools  in  providing  marketing  and 
production  information  to  their  members. 

Lamb  Pooling. — Several  associations  pool 
lambs  in  addition  to  wool.  This  complementary 
relationship  provides  a  marketing  outlet  for 
grower's  lambs  as  well  as  his  wool.  Twenty 
percent  of  the  wool  pools  reported  this  rela- 
tionship. These  pools  were  reported  in  both 
fleece  and  territory  States. 


Suggestions  for  Improvement 

Over  the  years  wool  pools  have  organized 
to  market  the  annual  wool  crop;  they  operate 
a  few  years,  then  often  disappear.  Usually 
they  are  organized  on  a  relatively  simple 
basis.  In  order  to  achieve  permanence  or 
stability  in  their  organization,  existing  or 
potential  associations  could  carefully  evaluate 
the  required  economic  and  legal  factors.  By 
doing  this,  pools  can  improve  the  marketing 
efficiency  of  their  organization. 

From  the  study  reported  here,  the  following 
recommendations  are  suggested  for  improving 
pool  organization. 

1.  Before  organizing  new  pools,  a  study 
should  be  made  to  determine  the  eco- 
nomic need  of  a  pool. 

2.  Wool  pools  should  be  incorporated  and 
have  pertinent  bylaws. 

3.  Marketing  agreements  should  be  consid- 
ered for  adding  stability  to  pools. 

4.  The  pool  organization  can  be  strengthened 
by  formal  or  informal  coordination  with 
other  pools. 


Operating  Practices 


The  primary  purpose  of  any  wool  marketing 
agency  or  organization  is  to  facilitate  the 
movement  of  wool  from  the  producer  to  the 
consumer  (topmaker  and  mills).  In  this  mar- 
keting structure,  wool  pools  along  with  wool 
dealers  and  State  and  regional  wool  coopera- 
tives, help  to  provide  this  service  to  growers. 
During  the  wool  marketing  process,  wool 
clips  are  collected,  graded,  and  sold. 

In  order  to  understand  the  marketing  service 
performed  by  pools,  it  is  first  necessary  to 
analyze  their  specific  operating  practices — 
assembly,  grading,  selling,  and  management. 


Assembly 

Wool  pools  are  made  up  of  individual  wool 
clips.  Because  of  this  characteristic,  these 
clips  must  be  assembled.  This  is  the  first  phase 
of  the  pooled  method  of  marketing  wool.  From 


the  standpoint  of  pooling  operations,  assembly 
is  to  bring  the  wool  clips  of  individual  pro- 
ducers to  one  central  point  for  single  manage- 
ment or  control. 


Potential  Pool  Volume 

The  potential  size  or  volume  of  any  individual 
pool,  at  least  in  the  short  run,  is  usually 
determined  by  two  factors.  They  are  (1)  the 
size  and  number  of  wool  clips  produced  in  its 
trade  area  and  (2)  the  number  of  alternative 
outlets. 

Size  and  Number  of  Clips. — Wool  pools 
generally  market  a  large  percentage  of  the 
small  clips  produced  in  their  trade  areas.6  In 
the  clip  sizes  of  less  than  100,  over  nine-tenths 


6 See  table  2  for  distribution  of  pools  by  number  of 
counties  served. 
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of  the  pools  marketed  45  percent  or  more  of 
the  wool  grown  in  their  market  area  (appendix 
table  14).  In  the  larger  clip  sizes  pools 
marketed  a  much  smaller  percentage.  For 
example,  58  percent  of  the  pools  marketed 
either  none  or  only  up  to  24  percent  of  the 
wool  in  the  500  to  999  clip  size. 

The  same  general  relationship  can  be  shown 
for  wool  growers  marketing  through  pools 
(appendix  table  15).  In  the  clip  sizes  1-49,  62 
percent  of  the  pools  reported  marketing  for 
over  45  percent  of  their  growers.  In  the  larger 
clip  sizes,  pools  reported  marketing  for  a 
smaller  percentage  of  their  growers.  For 
example,  only  20  percent  of  the  pools  marketed 
for  over  45  percent  of  the  growers  in  the  100- 
499  clip  sizes.  Eighty-two  percent  reported 
none  of  their  growers  marketed  1,000  or  more 
fleeces  per  clip. 

In  general,  as  the  size  of  clips  increases, 
a  smaller  proportion  is  marketed  through 
pools.  A  recent  study  by  Menzie  and  Sammons 
on  marketing  in  Montana  (9)  also  indicates  that 
the  clip  size  of  pool  members  is  smaller  than 
that  of  nonpool  growers. 


However,  more  than  half  the  pools  reported 
buyers  handling  less  than  a  fourth  of  their 
trade  areas. 

Buyers  reported  the  most  important  advan- 
tage of  wool  pools  is  their  collection  of 
individual  clips.  Eighty-eight  percent  of  them 
indicated  this  was  a  cost  advantage.  In  fact, 
many  buyers  refused  to  buy  individual  clips. 
This  varies  by  areas;  68  percent  of  the  fleece 
wool  buyers  and  90  percent  of  the  territory 
buyers  would  not  buy  direct. 

Consignment  outlets  are  relatively  unim- 
portant as  a  source  of  competition.  '  Although 
37  percent  of  the  pools  reported  consignment 
outlets,  84  percent  reported  no  competition 
from  these  outlets  in  their  trade  area. 

Other  pools  were  the  third  competitive 
outlet  for  growers.  Only  twenty-six  percent  of 
the  pools  reported  such  outlets. 

Thus,  pools  were  the  only  organized  market 
outlets  in  some  areas  and  provided  additional 
competition  in  other  regions. 


The  average  volume  of  wool  handled  by  pools 
has  increased  since  the  middle  1950' s.  From 
1956  to  1961,  the  average  volume  per  pool 
increased  15  percent.  This,  in  part,  reflects 
the  increase  in  size  of  pools'  trade  areas.  For 
the  period  1954-61,  36  percent  of  the  pools 
reported  a  net  increase  in  size  of  the  trade 
area.  Only  14  percent  reported  a  decrease. 
Thus,  four-fifths  of  the  pools  remained  the 
same  size  or  served  a  larger  area. 

Alternative  Outlets. — Alternative  outlets 
may  also  affect  the  size  of  the  pool  or  the  size 
of  the  marketing  area.  Competition  for  wool 
clips  usually  comes  from  three  sources — 
buyers,  consignment,  and  other  pools. 

Local  wool  buyers  were  the  primary  alter- 
native outlet  for  growers.  Ninety  percent  of  the 
pools  reported  buyers  in  their  trade  areas; 
over    80  percent  of  them  were  local  buyers. 


Shearing  Periods 

The  availability  of  wool  clips  is  an  important 
factor  in  determining  the  assembly  period  of 
pools.  One-third  of  the  pools  reported  the 
importance  of  both  the  shearing  dates  and 
assembly  periods  in  marketing  their  clips. 

Sheep  are  shorn  from  January  to  August. 
Of  the  53  pools  reporting  shearing  periods 
for  grower-members,  39  percent  reported 
growers  started  shearing  in  April  (table  3). 
The  peak  shearing  period  occurred  in  May  for 
two-thirds  of  them.  By  July,  most  of  the 
growers  had  completed  this  operation.  Only 
6  percent  of  the  growers  in  the  territory  area 
and  20  percent  in  the  fleece  area  sheared 
during  July  and  August. 


57  percent  were  regional  or  State  wool  cooperatives,, 
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Table  3.— Number  and  percentage  of  pools  reporting  specified  shearing  periods  for  growers,  53  local  wool  pools, 

by  area,  1961 


Item 

Ja 

n. 

Feb. 

Mar. 

Apr. 

May 

June 

July 

Aug. 

Total 
reporting 

No. 

PCte 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

Terriroryarea  pools: 

Started 

1 

6 

— 

7  47 
1         8 

4  27 
1        8 

3       20 

8       67 

2 

17 

—       — 

— 

15      100 

Peak 

12      100 

Finished 

-- 

— 

— 

-- 

-- 

6       38 

9 

56 

1         6 

— 

16      100 

Fleece  area  pools: 

3 

9 

1         3 

8       23 

2         6 

15  44 
4       12 

6       18 
21       66 

1 

5 

3 
16 

34     100 

Peak 

32      100 

Finished 

— 

— 

— 

-- 

2         6 

11       31 

15 

43 

6       17 

1         3 

35      100 

All  pools: 

Started 

4 

P 

1         2 

15  31 
3         7 

19  39 
5       11 

9       18 
29       66 

1 

7 

2 
16 

— 

— 

49      100 

Peak 

44      100 

Finished 

— 

— 

— 

— 

2         4 

17       33 

24 

47 

7       14 

1         2 

51      100 

A  sheep  shearer  at  work. 
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Scheduling  Wool  Assembly 

Fifty-two  percent  of  the  pools  assembled 
and  marketed  during  June  (table  4).  Eighty- 
four  percent  of  the  pools  reported  no  change 
in  this  date  over  the  last  5  years.  Eighty 
percent  of  the  fleece  area  pools  had  com- 
pleted assembly  by  June  compared  with  50 
percent  of  the  territory  pools. 

The  time  period  for  scheduling  the  assembly 
involves  the  coordination  of  three  groups — 
wool  buyers,  other  wool  pools,  and  wool 
growers.  Arrangements  must  be  made  with 
buyers  to  be  present  the  day  of  the  sale   or 


submit  proxy  bids.  Because  over  half  of  the 
pools  sell  before  assembly,  additional  ar- 
rangements must  be  made  with  the  buyer  in 
order  for  him  to  accept  the  wool. 

The  timing  of  assembly  periods  normally 
includes  the  notification  of  other  nearby  pools. 
For  those  pools  coordinating  their  assembly 
with  nearby  pools,  over  half  were  assisted 
by  local  and  State  extension  services. 

Finally,  the  assembly  must  be  timed  with 
the  shearing  period.  This  will  enable  growers 
to  prepare  their  clips  for  delivery  at  a 
specified  time  and  place. 


Table  4.— Number  and  percentage  of  pools  assembling  clips  at  specified  time  periods,  by  area,  53  local 

wool  pools,  1961 


May 

June 

July 

No 
specific 

date 

Total 

Type  of 
pool 

1  ■ 

■  14 

15  ■ 

•  31 

1  - 

■  14 

15 

-  30 

1  - 

14 

15  ■ 

-  31 

reporting 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

PCT. 

No. 

Pet. 

No. 

Pet. 

Territory  area 
Fleece  area.... 

1 
1 

6         1 
3        8 

6 
23 

7 
7 

39 
20 

•■> 

12 

11 
34 

1 

6           1 
1 

6 
3 

5  28 

6  17 

18     1100 

35         100 

All 

2 

4         9 

17 

14 

26 

14 

26 

1 

2           v> 

4 

11        21 

53         100 

Details  do  not  add  to  100  percent  because  of  rounding. 


Fleeces  of  a  small  grower  being  inspected  at  an  assembly  point. 
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Buyer  Communication. — Scheduling  assem- 
bly requires  a  certain  degree  of  coordination 
between  the  pool  and  the  buyers.  Of  the  pools 
studied,  98  percent  of  them  notified  buyers 
directly  by  letter,  telephone,  or  telegraph. 
Some  pools  kept  a  list  of  potential  buyers, 
but  this  is  not  a  common  practice.  State 
extension  people  assisted  them  in  Virginia, 
North  Carolina,  and  Pennsylvania.  The  ex- 
tension people  also  assisted  some  pools  in 
Mississippi  and  Louisiana  in  notifying  buyers. 


paper  advertisement  specifying  the  time  and 
place  of  the  assembly.  Grower-members  with 
prior  agreements  are  legally  required  to 
deliver  their  wool  clips  when  notified.  About 
a  third  of  the  pools  had  this  agreement  and 
the  other  pools  relied  on  the  loyalty  of  the 
grower.  (Membership  agreements  were  pre- 
viously discussed  on  pp.  8-9.) 


Storage 


Fifty  percent  of  the  buyers  reported  that 
scheduling  of  pool  sales  was  adequate,  but 
some  buyers  reported  that  more  coordination 
among  pools  and  among  States  was  needed. 
The  wool  buyers  would  have  preferred  pool 
sales  scheduled  by  area  or  region  as  this 
would  be  more  convenient  for  them. 


Grower  Communication 

In  addition  to  contacting  buyers,  grower- 
members  must  be  notified.  This  is  usually 
done  by  letter,  post  card,  or  merely  a  news- 


In  connection  with  the  assembly  function, 
wool  pools  may  use  storage  facilities.  The 
requirements  and  use  of  these  facilities  by 
pools  differ  from  other  marketing  agencies. 

Facilities  Used  by  Pools. — A  major  char- 
acteristic of  wool  pools  is  that  they  do  not 
own  storage  facilities.  Their  normal  practice 
is  renting,  or  using  these  facilities  at  no 
cost.  Only  one  pool  reported  owning  such 
facilities.  Some  pools  use  more  than  one 
assembly  point  because  of  different  pooling 
periods  and  because  they  use  more  than  one 
collection  point. 


Delivery,  marking  weight  and  owner 
identification  on  bag  of  wool. 


Pools  generally  use  railroad  depots  and 
warehouses  for  this  purpose.  Of  the  pools 
in  this  study,  39  percent  used  railroad  depots, 
and  17  percent  used  commodity  warehouses 
designed  for  wool,  tobacco,  cotton,  feed,  and 
grains  (table  5).  Other  miscellaneous  types 
of  buildings  used  were  fairground  and  county 
highway  department  buildings. 

Requirements  for  Storage. — Pools  differ 
from  other  marketing  agencies  in  their  stor- 
age requirements  because  of  the  timing  of  the 
sale,  their  marketing  services,  and  arrange- 
ments needed  for  transporting  the  wool  once 
it  is  sold. 

Pooling  operations  are  conducted  during  a 
limited  period  each  year.  In  1961,  over  half 
of  the  pools  were  sold  before  assembly. 
Through  coordination  with  buyers,  wool  can 
be  handled  on  a  1-  or  2-day  basis.  Storage 
is  only  required  for  these  collection  days. 

Wool  pools  offer  few  marketing  services, 
thus  limiting  their  need  for  storage.  For 
example,  less  than  half  the  pools  graded,  and 
a  third  of  those  that  graded  did  so  by  bag 
grading.  This  method  of  grading  requires 
less  storage  facilities  than  fleece  grading. 
In  addition,  over  half  the  pools  did  not  provide 
the  buyer  with  any  inspection  facilities. 

Table  5. — Number  and  percentage  of  wool  pools  reporting 
specified  type  of  storage  facility,  53  local  wool  pools, 
1961 


Facility 

Number 

Percent 

21 
9 
5 

3 

11 

3 

1 

39 

17 

9 

Local  cooperative  association 

6 

Miscellaneous  private  buildings1.. 
Miscellaneous  public  buildings  2  ... 

21 

6 
2 

Total3 

53 

100 

Pooled  wool  is  usually  sold  on  an  f.o.b. 
basis  at  the  assembly  point.  Of  the  pools 
using  sealed  bids,  92  percent  accepted  bids 
on  an  f.o.b.  basis.  The  buyer  pays  the  trans- 
portation cost  and  the  pool  usually  assembles 
and  loads  the  wool  on  the  railcar  or  truck. 
In  1961,  66  percent  of  the  pooled  wool  was 
shipped  by  rail.  Thus,  pooled  wool  sold  on 
this  basis  requires  limited  storage,  usually 
less  than  a  week. 


Improvement  of  Assembly 

In  the  assembly  or  collection  of  individual 
wool  clips,  wool  pools  perform  an  important 
service  for  buyers  and  growers.  They  provide 
a  means  for  wool  growers  to  conveniently 
market  their  clips.  In  addition,  the  assembly 
of  clips  reduces  the  collection  cost  of  buyers. 

Information  in  this  report  suggests  the 
following  recommendations  for  improving  as- 
sembly: 

1.  Schedule  the  assembly  period  for  maxi- 
mum participation  of  growers. 

2.  Use  membership  agreements  and  other 
sign-up  methods  to  stabilize  pool  volume. 


1  These   include   buildings  owned  by  individuals  and 
corporations,  and  1  warehouse  owned  by  a  pool. 

These  include   hospital  buildings,   county  highway 
department  buildings,  and  secondary  school  buildings. 

3  Some  pools  reported  more  than  1  assembly  point. 


Loading  pooled  wool  for  shipment  by  rail. 
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3.  Notify    additional    buyers.    Wool    pools 
need  to  maintain  a  list  of  potential  buyers. 

4.  Coordinate   assembly  period  with  other 
pools  for  maximum  buyer  participation. 


Grading 


The  second  marketing  function  of  the  pool 
is  grading.  Wool  has  many  different  physical 
properties  and  its  value  or  usefulness  to  the 
manufacturer  depends  on  classifying  them. 
Grading  provides  a  basis  for  the  proper 
evaluation  and  classification  of  these  prop- 
erties. 

Pooled  Wool  Characteristics 

The  value  of  a  fleece,  clip,  or  pool  is  in- 
fluenced by  all  properties,  including  uniformity, 
that  affect  its  usefulness.  These  properties 
include  fineness,  length,  strength,  and  other 
fiber  properties.8  In  addition,  the  amount  of 
foreign  matter  mixed  with  the  wool  fibers 
affects  the  value  or  usefulness  of  wool.  It  is 


8  Quality  refers  to  these  and  other  prop- 
erties that  reflect  the  value  or  usefulness  of 
wool. 


on   these   characteristics   that   pools    usually 
grade  their  wool. 

The  fineness  or  grade  of  wool  is  an  im- 
portant quality  factor.  Of  the  pools  studied, 
94  percent  reported  that  their  finest  clips 
were  either  fine  or  half-blood;  80  percent 
reported  that  the  more  coarse  clips  were 
either  quarter  or  low  quarter.9  The  finest 
clips  reported  by  pools  ranged  from  fine  to 
three-eighths  grade.  However,  the  pools 
reported  that  the  more  coarse  clips 
ranged  from  three-eighths  to  common  and 
braid  grades.  Other  things  equal,  the  finer 
grades  usually  bring  higher  clean  prices. 

Another  quality  factor  is  the  length  of  wool 
fibers.  Forty-six  percent  of  the  pools  reported 
the  fiber  length  of  their  longest  clips  to  be 
4  inches  long  or  longer;  64  percent  reported 
their  shortest  clips  had  a  fiber  length  of  1.0 
to  1.9  inches.  Stable  length  has  important 
manufacturing  properties  and  fibers  of 
longer  length  usually  bring  a  higher 
price. 


9 The  blood  system  of  grading  refers  to  fineness  of 
wool  regardless  of  breed  of  sheep.  Standard  U.S.  wool 
and  top  grades  are  fine,  half-blood,  three-eighths 
blood,  quarter  blood,  low  quarter,  and  common  and 
braid  (7). 


A  grader  separating  fleeces  according  to  length  and  grade. 
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A    "squeeze  box"    used    to   determine 
yield  of  clean  v\ool. 


Other  factors  that  affect  the  value  of  wool 
are  the  black-fiber  content  (over  half  the 
pools  reported  that  white-faced  ewe  fleeces 
made  up  50  to  100  percent  of  their  pools), 
elasticity,  strength,  color,  and  resilience. 
The  environment,  breed,  and  feed  of 
the  sheep  can  also  affect  the  value  of 
wool  (7). 

In  addition  to  quality  factors,  kinds  and 
amounts  of  foreign  matter  mixed  with  wool 
fibers  are  important  in  determining  value. 
Most  of  these  impurities  are  removed  from 
wool  through  "scouring."  The  loss  in  weight 
from  this  process  is  known  as  "shrinkage." 
Weight  of  the  clean  wool  as  a  proportion  of 
the  original  weight  is  "yield."  Two-fifths  of 
the  pools  reported  that  their  heaviest  clips 
had  a  shrinkage  of  55  to  64  percent;  over 
half  the  pools  reported  that  their  lightest 
clips  had  a  shrinkage  of  35  to  44  percent. 


Pool  Grading 

In    1961,    43  percent  of  the  pools  reported 
that   their   wool  was  graded.10  However,  the 


10  Grading  as  defined  here  is  normally  performed  at 
the  pool  level  with  the  exception  of  a  few  pools  con- 
signing wool  to  other  marketing  agencies. 


nature  and  extent  of  pool  grading  covers  a 
wide  spectrum  among  pools.  The  pool  may 
grade  before  or  after  sale;  wool  may  be  graded 
on  a  bag  or  fleece  basis.  The  wool  may  be 
graded  either  by  State  extension  livestock 
specialists,  wool  buyers,  or  professional 
graders. 

In  order  to  grade  wool,  the  pool  must  con- 
sider three  factors.  These  are:  The  avail- 
ability of  wool,  adequacy  of  the  sample,  and 
accuracy  of  evaluation.  (See  Howell  and  Faught 
(7)  for  a  more  complete  discussion  on  prob- 
lems of  wool  classification.) 

Availability. — Wool  is  normally  available 
for  sampling  at  the  assembly  facility.  How- 
ever, the  availability  of  the  wool  is  influenced 
by  the  pool  marketing  practices.  Pools  may 
grade  before  or  after  the  sale.  Of  the  pools 
that  graded,  47  percent  did  so  before  the 
sale. 

Representatives  of  wool  pools  and  buyers 
were  queried  on  the  advantages  and  disad- 
vantages of  grading  before  or  after  a  sale. 
Generally,  the  pool  representatives  thought 
that  grading  before  the  sale  was  undesirable 
because  of  the  limited  storage  facilities.  That 
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Inspecting  and   grading   bagged   wool. 

is,  better  storage  facilities  with  the  same 
volume  of  wool  would  increase  the  marketing 
cost.  However,  27  percent  of  the  pools  in  the 
study  thought  that  grading  before  a  sale  was 
desirable  as  it  would  improve  the  mer- 
chandising and  sales  ability  of  their  pools. 
In  addition,  these  pools  thought  that  the  grading 
could  be  used  as  an  educational  tool  with  their 
members  to  improve  the  quality  of  their  wool. 

Generally,  buyers  regarded  pool  grading  as 
undesirable  because  of  the  standards  of  the 
pool  did  not  fit  those  used  in  the  wool  trade. 
According  to  buyers,  two-thirds  of  the  pooled 
wool  was  not  graded.  Pool  grading  would  only 
increase  the  cost  of  marketing  for  buyers 
as  they  would  have  to  regrade.  Most  wool 
buyers  reflected  this  attitude  except  those 
in  Pennsylvania  and  Tennessee.  The  grades 
of  these  pools  were  acceptable  because  of 
their  reputation  for  uniformity.  Finally,  wool 
buyers  indicated  that  pools  could  possibly 
rough  grade  before  the  sale.  For  example, 
pools  could  separate  off-wools. 

Adequacy  of  the  Sample. — Wool  grades  are 
usually  determined  from  a  sample  of  the 
pooled  lot.  It  is  from  this  sample  that  the 
grades  are  determined  for  the  pool.  As  pooled 
wool  is  a  collection  of  many  individual  clips, 


the  quality  and  yield  may  vary  considerably. 
For  this  reason,  it  is  important  to  obtain  a 
representative  sample. 

The  method  of  grading  largely  determines 
the  adequacy  of  the  sample.  Of  the  pools 
grading  in  the  study,  68  percent  of  them  graded 
fleeces.  In  some  pools,  wool  was  graded  on  a 
bagged  basis.  Also,  a  few  pools  used  the  core 
test  and  reported  that  their  pools  were  sold 
at  least  in  part  on  the  basis  of  yield. 

Evaluation. — Although  a  uniform  sample  can 
be  taken,  the  evaluation  of  that  sample  may 
be  inaccurate.  A  good  evaluation  depends  on 
the  accuracy  of  the  standards  and  the  knowl- 
edge of  the  appraiser.  A  visual  evaluation  at 
the  assembly  point  may  differ  considerable 
from  the  laboratory  tests. 

The  qualifications  of  the  wool  grader  in- 
fluence the  nature  of  grading  at  the  pool.  In 
the  study  reported  here,  State  extension  live- 
stock specialists  assisted  in  the  grading  at  47 
percent  of  the  pools,  buyers  at  27  percent, 
and  professional  wool  graders  at  the  rest. 

The  number  of  grades  or  the  fineness  of 
grading  is  largely  determined  by  the  qualifica- 
tion   of   the   wool    grader.    A   wide   range   of 


Core  sampling  baled-bags  of  wool  in  a  warehouse. 
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grades  was  reported  by  pools.  These  grades 
ranged  from  2-3  to  18-20  per  pool,  with  an 
average  of  11  grades. 

Pool  Grades 


The  wool  buyers  felt  that  many  clips  were 
poorly  prepared.  However,  50  percent  of  them 
did  not  want  to  appraise  individual  clips  at 
assembly  points.  They  indicated  this  would 
require  too  much  time  and  expense  on  their 
part,  because  of  the  small  size  of  clips. 


The  fleece  pools  graded  about  74  percent 
of  their  wool  medium,  12  percent  fine,  and  8 
percent  half-blood.11  In  the  survey  data  re- 
ported here,  information  was  limited  on  how 
territory  pools  graded  their  wool,  but  data 
from  another  source  showed  that  these  pools 
graded  about  22  percent  of  their  wool  fine.12 


Merit  Prices 

By  the  appraisal  of  individual  clips  on  a 
grade  and  yield  basis,  growers  may  be  paid 
on  a  merit  basis.  This  provides  an  incentive 
for  clips  to  be  well  prepared.  In  1961,  58  per- 
cent of  the  pools  were  paid  on  a  differential 
basis.  However,  only  16  percent  of  them  were 
paid  on  the  basis  of  grade  and  yield.  Ap- 
praising individual  clips  on  a  merit  basis 
presents  many  problems,  such  as  attitudes 
of  both  growers  and  buyers,  and  specifica- 
tions for  receiving  clips. 

Grower  and  Buyer  Attitudes. — Individual 
growers  generally  favored  prices  based  on 
merit.  They  felt  that  they  would  be  encouraged 
to  improve  their  clip  preparation,  as  a  few 
poorly  prepared  clips  can  hurt  the  whole  pool. 
Also,  they  felt  an  appraisal  of  individual  clips 
is  educational.  It  allows  each  grower  to  com- 
pare his  clip  with  others.  This  will  improve 
the  overall  quality  of  the  pool. 


Clip  Specifications. — Some  wool  pools  have 
established  specifications  for  accepting  wool 
clips.  These  specifications  and  their  enforce- 
ment influence  the  preparation  of  clips. 

Sixty-nine  percent  of  the  pools  wanted  the 
wool  bagged  and  tied,  and  about  33  percent 
wanted  the  off-wool  bagged  separately.  Another 
requirement  was  for  fleeces  to  be  tied  with 
paper  twine.  Also,  some  pools  would  not 
accept  wet  wool.  These  specifications  were 
usually  stated  in  letters  of  instruction,  market- 
ing agreements,  or  pool  bylaws.  (See  the  ap- 
pendix for  examples.) 

However,  pools  did  not  actually  enforce  all 
these  specifications.  Seventy-four  percent  of 
the  pools  did  not  discount  untied  fleeces.  Over 
half  (55  percent)  did  not  discount  untagged 
fleeces.  Twenty-four  percent  did  not  reject 
damp  or  wet,  burry  and  seedy,  or  chaffy  wool. 
Over  75  percent  of  the  pools  did  not  reject 
any  wool;  16  percent  rejected  less  than  500 
pounds  per  pool.  Seventy-eight  percent  re- 
ported no  change  in  the  amount  rejected  during 
the  last  5  years. 

In  general,  preparation  of  clips  is  a  problem 
which  pools  can  improve  on  by  establishing 
and  enforcing  specifications.  This  is  the  first 
step  in  achieving  merit  prices. 


However,  some  growers  reported  that  indi- 
vidual clip  appraisal  would  be  a  disadvantage. 
They  reported  that  not  all  growers  would 
understand  the  grading;  also  that  such  an 
appraisal  would  result  in  higher  marketing 
costs. 


i:LAs  used  in  this  report,  medium  grade  includes 
three-eights  blood,  one-quarter  blood,  and  low  quarter. 

12  Berry,  E.  J.  Economics  of  Wool  Marketing  in  Utah. 
Unpublished  manuscript,  Utah  State  University,  Logan, 
Utah,  1960. 


Improvement  of  Pooled  Grading 

A  primary  criticism  of  wool  pools  by  both 
growers  and  buyers  is  the  lack  of  incentive 
for  well-prepared  clips.  Generally,  both 
growers  and  buyers  reported  that  pools  have 
some  poorly  prepared  clips;  also  there  was 
no  incentive  for  growers  to  improve  these 
clips.  For  these  reasons,  the  classification 
of  clips  on  a  yield  and  grade  basis  can  be 
regarded  as  helpful  to  successful  operations. 
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On  the  basis  of  our  study  of  wool  pools, 
the  following  recommendations  are  offered  to 
improve  pool  grading. 

1.  Pools  should  hire  qualified  professional 
graders  to  grade  wool  before  the  sale.  The 
cost  could  be  reduced  by  coordinating  with 
other  pools. 

2.  Each  clip  should  be  appraised  on  a 
quality  and  yield  basis.  This  would  allow  merit 
prices  to  be  paid  (14). 

3.  When  necessary,  wool  may  be  pooled 
separately  by  area,  time  of  year,  or  shrinkage. 

4.  Pools  should  establish  a  reputation  for 
proper  and  honest  packaging. 

5.  Each  pool  should  establish  pool  stand- 
ards and  incorporate  these  in  bylaws  and 
marketing  agreements.  Also,  the  pool  should 
establish  and  use  discounts  to  enforce  these 
standards. 

6.  Pools  should  encourage  through  education 
and  incentive  the  following  clip  preparation 
practices  (17): 

(a)  Proper  shearing. 

(b)  Keep  wool  clean  and  dry. 

(c)  Separation  of  off-wools. 

(d)  Tie  fleeces  attractively. 

(e)  Package  clips  properly. 


Selling 


After  the  wool  is  collected  and  classified, 
it  must  be  sold.  Selling  is  the  third  and  final 
marketing  function  of  wool  pools. 

In  selling  the  pooled  wool,  the  method  of 
handling,  method  of  sale,  sales  procedure, 
type  of  wool  buyer,  and  pool  bargaining  power 
are  considered. 


Outright  Purchase. — Pools  negotiate  and 
deal  directly  with  the  buyer  for  cash  in  this 
method  of  handling.  In  selling  wool  outright, 
pools  reflect  two  types  of  legal  relationships 
between  the  member  and  the  pool.  They  are 
agency  and  purchase-and-sale  relationship. 
In  this  report,  the  agency  relationship  is  the 
most  important.  The  primary  difference  be- 
tween the  legal  position  of  the  pool  and  the 
member  is  in  the  ownership  of  the  wool  and 
in  the  method  of  financial  settlement. 

In  the  agency  relationship,  pool  members 
retain  title  until  the  wool  is  sold.  The  pool 
only  acts  as  an  agent  in  handling  the  wool 
for  members.  In  the  purchase-and-sale  rela- 
tionship, pools  buy  the  wool  outright  for  later 
resale.  The  title  is  actually  transferred  to 
the  pool.  The  financial  settlements  differ 
between  the  two  relationships.  Pools  using  the 
agency  relationship  deduct  a  marketing  charge 
and  remit  the  net  return  to  the  member.  In 
the  purchase-and-sale  relationship,  pools 
make  a  cash  adjustment. 

Each  has  its  advantages  and  disadvantages. 
The  agency  relationship  requires  less  book- 
keeping because  of  only  one  title  change.  The 
purchase-and-sale  relationship  gives  the  buyer 
more  assurance  of  a  clear  title  and,  other 
things  equal,  tends  to  increase  the  pool  price 
because  of  less  risk. 

Consignment. — A  second  method  of  handling 
wool  is  the  consignment  of  wool  to  another 
marketing  agency;  only  15  percent  of  the  pools 
studied  used  this  method.  All  these  pools  were 
in  the  territory  States.  Montana,  with  19  per- 
cent of  the  pools  consigning  wool,  had  the 
greatest  percent. 

Pools  normally  consign  their  wool  to  re- 
gional or  State  cooperatives.  During  1955-61, 
half  the  consignees  were  this  type  and  handled 
over  half  the  wool  consigned.  Other  con- 
signees were  a  mill  buyer  and  a  wool  dealer. 


Method  of  Handling 

In  handling  pooled  wool,  two  general  methods 
are  used:  (1)  Outright  purchase,  and  (2)  con- 
signment to  another  marketing  agency. 


Consignees  handle  and  market  the  wool  for 
the  consignor  (pool).  They  also  store,  grade, 
and  sell  the  wool.  In  marketing  pooled  wool, 
the  consignee  charges  a  fee  for  services  and 
remits  a  net  return  to  the  pool. 
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Outright  Purchase  Versus  Consignment. — 
Most  pools  sell  the  wool  outright.  The  primary 
advantage  of  selling  wool  outright  is  the  quick 
cash  settlement.  Seventy-two  percent  of  the 
pools  believed  it  was  very  important  to  re- 
ceive the  total  cash  payment.  This  allowed 
the  pools  to  make  quicker  settlements  with 
members. 

In  consigning  wool,  pools  may  receive  more 
or  better  marketing  services.  This  is  true, 
particularly,  in  grading  and  selling.13  The 
consignor  usually  has  the  facilities  to  appraise 
and  to  sell  on  the  basis  of  individual  merit. 
Consignment  warehouses  generally  have  better 
facilities  for  displaying  the  wool  to  prospec- 
tive buyers. 

Consigning  wool  may  provide  more  accurate 
marketing  information.  Because  pooled  wool 
is  sold  during  a  relatively  short  marketing 
period,  the  pool  may  sell  on  an  inactive  market. 
However,  the  consignee  can  provide  market- 
ing information  which  along  with  storage 
facilities  may  be  used  to  advantage  by  the 
pool. 

Outright  purchase  means  a  quicker  cash 
settlement  and  lower  marketing  costs  to  the 
grower.  However,  the  consignment  method 
may  provide  a  higher  net  return  from  better 
prices  for  the  wool  through  a  more  adequate 
marketing  service.  The  importance  of  imme- 
diate cash  will  probably  depend  on  the  propor- 
tion of  income  the  grower  receives  from  the 
wool. 


Method  of  Sale 

Wool  pools  can  market  their  wool  by  sealed 
bids  or  private  treaties  on  a  forward  or  spot 
basis  (5).  !4  In  choosing  a  particular  method 
of  selling,  pools  should  consider  market  and 
nonmarket  factors. 

These  selling  methods  and  factors  affecting 
their  choice  are  discussed  in  this  section. 


13  Over   half  of  the  pools  consigned   in   Montana    in 
1960  were  graded  (21). 
!4  Wool  pools  do  not  use  the  auction  method. 


Sealed  Bid. — Bids  can  be  solicited  from 
several  buyers  at  the  same  time  in  this  method 
of  selling.  After  the  sale  is  announced,  in- 
terested buyers  submit  bids  on  the  pooled 
wool.  The  pool  management,  after  the  closing 
date,  has  the  option  of  accepting  the  highest 
bid  or  rejecting  all  bids.  Of  the  pools  report- 
ing, 66  percent  used  this  method  of  sale 
during  1955-61. 

The  sealed  bid  method  can  be  used  on  both 
a  forward  or  spot  basis.  Two-thirds  of  the  pools 
used  sealed  bids,  while  over  half_of  the  pools 
were  sold  on  a  forward  basis.  However,  70 
percent  of  the  pools  and  67  percent  of  the 
buyers  did  not  favor  sale  of  graded  wool 
on  a  forward  basis. 

Of  the  pools  using  sealed  bids,  36  percent 
rejected  all  bids  on  the  first  offering.  Most 
of  these  pools  (82  percent)  rejected  the  bids 
because  they  were  too  low.  Over  half  the  pools 
offered  their  wool  for  a  second  round  of  bids, 
and  the  rest  used  an  alternative  method  of 
selling,  or  combined  with  another  pool.  Usually, 
for  pools  assembled  before  the  sale,  the  lack 
of  storage  required  pools  to  sell  their  wool 
on  the  basis  of  the  first  bids. 

Private  Treaty. — The  private  treaty  method 
involves  only  two  parties — the  pool  manage- 
ment and  the  representative  of  the  purchasing 
firm.  Other  buyers  may  have  been  contacted, 
but  at  the  particular  time  of  sale  the  decision 
must  be  made  to  accept  or  reject  this  bid. 
About  a  third  of  the  pools  used  this  method. 

Buyers  favored  the  private  treaty  method. 
Almost  two-thirds  of  them  reported  this  is 
their  preferred  way  of  buying  because  more 
negotiation  is  possible  and  they  can  be  more 
selective  on  grades. 

As  in  sealed  bids  sales,  the  private  treaty 
method  is  used  on  both  a  forward  and  spot 
basis. 

Market  and  Nonmarket  Factors.  —  There  are 
many  market  and  nonmarket  factors  that  in- 
fluence the  method  of  selling  wool.  The  prin- 
cipal market  factors  are  consumer  income, 
imports,  substitutes,  domestic  production,  and 
fashion  changes. 
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In  the  study  reported  here,  nonmarket  fac- 
tors were  reported  to  have  the  greatest  effect 
on  the  time  to  market  wool.  The  most  impor- 
tant of  them  relate  to  the  assembly  function, 
such  as  availability  of  wool,  obtaining  storage 
facilities,  and  coordinating  assembly. 

Other  nonmarket  factors  were  the  growers' 
need  for  cash,  tradition,  and  convenience.  The 
availability  of  cash  to  growers  during  the 
marketing  period  is  important;  it  tends  to 
influence  pools  to  sell  outright  and  on  a  for- 
ward-contract basis.  By  this  means,  growers 
receive  advance  payments  and  an  early  fi- 
nancial settlement. 

Time  of  previous  sales  influences  the  method 
of  selling.  Wool  is  sold  traditionally  at  a  cer- 
tain time  each  year,  usually  following  the 
shearing  period. 

Finally,  convenience  is  a  factor  in  the 
sales.  Over  half  the  pools  serve  a  1-  or  2- 
county  area.  Thus,  pools  attempt  to  schedule 
their  sales  at  the  convenience  of  their  mem- 
bers. For  example,  pools  should  not  schedule 
the  assembly  or  sales  period  during  the  heavy 
work  season.  In  this  way,  more  growers  can 
assist  in  the  pooling  operation. 

Although  wool  pools  put  less  emphasis  on 
market  factors,  they  were  considered  in  the 
sale.  Pools,  for  example,  reported  market 
price  as  a  factor  in  determining  when  to  sell. 
Also,  the  competitive  actions  of  local  dealers 
and  other  pools  influenced  their  action.  Fi- 
nally, some  pools  reported  changes  in  market 
trends,  wool  futures,  and  general  market 
activity  as  influencing  sales. 

Forward  Contract. — In  1961,  over  half  the 
pools  were  sold  on  a  forward  basis.  That  is, 
the  wool  is  sold  prior  to  assembly  for  delivery 
on  a  future  date.  This  practice  helps  to  reduce 
the  uncertainties  in  wool  prices  and  the  need 
for  extensive  storage.  Selling  wool  on  a  forward 
basis  has  been  increasing  over  the  years 
(table  6).  Buyers,  however,  may  encounter 
over  and  under  delivery  problems  because  of 
lack  of  marketing  agreements  between  the 
member  and  the  pool.  This  may  result  in 
buyers  discounting  the  price. 


Table  6. — Number  and  percentage  of  pools  reporting 
sale  of  wool  before  assembly,  52  local  wool  pools, 
1954-61 


Year 

Number 

Percent 

1954 

23 

25 
27 
28 
29 
34 
36 
37 

44 

1955 

48 

1956 

1957 

1958 

52 
54 

56 

1959.. 
I960.. 
1961.. 

rage 

65 
69 

71 

Ave 

44 

57 

irs 

No  ye 

12 

23 

Buyers  normally  accept  delivery  of  the 
pooled  wool  during  April,  May,  and  June. 
Sixty-nine  percent  of  the  sales  contracts  were 
dated  before  or  during  May  (table  7).  Thus, 
over  and  under  delivery  problems  occur  dur- 
ing the  period  when  the  pooled  wool  was 
contracted  and  when  it  was  assembled. 


Fifty  percent  of  the  wool  buyers  reported 
no  major  problems  with  delivery,  although 
others  reported  both  under  and  over  delivery. 
The  average  volume  reported  as  under  de- 
livery was  32,500  pounds,  as  over  delivery, 
52,500  pounds.  Expected  and  actual  deliveries 
varied  with  a  range  of  75,000  pounds. 

In  addition,  some  buyers  discount  the  price. 
They  do  this  in  two  ways:  (1)  Setting  minimum 
and  maximum  quantities  of  wool  for  delivery 
and  then  discounting  on  either  side  of  this 
figure,  or  (2)  making  a  lower  bid  and  assum- 
ing the  risk  of  over  or  under  delivery. 

In  selling  wool  by  forward  contract,  nearly  all 
pools  will  probably  have  difficulty  in  predicting 
the  actual  volume  they  will  have  to  sell.  How- 
ever, it  is  in  the  best  interest  of  all  pools  to 
overcome  this  problem.  Marketing  agreements 
would  help  to  assure  the  pool  of  a  certain 
volume  of  wool.  In  addition,  pool  records  from 
previous  years  may  give  some  help  in  pre- 
dicting this  volume. 
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Table  7.--Number  and  percentage  of  wool  pools  reporting  specified  dates  of  sales  contract  or 

consignment  agreement,  1960  and  1961 


Month 

1960 

1961 

Number 

Percent 

Number 

Percent 

2 

1 

2 
7 

17 

1 

5 

12 

1 

6 

19 

1 

4 

13 

May 0 , 

73 

50 

80 

55 

37 

26 

32 

22 

July 

2 

1 

2 

1 

-- 

-- 

— 

-- 

September 

1 

1 

-- 

-- 

Miscellaneous  -1 

4 

3 

5 

4 

Total........ 

145 

100 

2 145 

100 

Pools  selling  more  than  1  lot  of  wool. 
2 
1  pool  was  organized  in  1961. 


Sales  Procedure 

The  net  price  received  for  pooled  wool  is 
influenced  by  the  specifications  or  terms  of 
sale  including  discounts.  Pools  offer  their 
wool  subject  to  these  specifications  which 
may  or  may  not  include  the  percent  of  dockage 
for  off-wools.  The  wool  buyer  may  submit 
his  bid  according  to  specifications  of  the  pool 
and  the  prescribed  percent  of  dockage  for 
off-wools,  or  he  may  submit  his  bid  with  his 
own  percent  of  dockage  for  off-wools.  In  addi- 
tion, the  buyer  may  help  to  determine  the 
volume  of  off-wools,  particularly  in  those 
pools  not  graded.  Thus,  there  is  a  great 
variation  in  specifications  and  discounts. 

In  this  section,  specifications  of  pools  and 
discounts  are  discussed  and  standard  terms 
of  sale  are  suggested. 

Specifications  of  Pools. — Seventy-four  per- 
cent of  the  pools  used  some  form  of  specifica- 
tions or  terms  of  sale.  Some  of  the  specifica- 
tions are  listed  below. 

(1)  Some  pools  are  sold  on  forward  contract 
with  advanced  payments  required  from  the 
buyer.    Over   three-quarters    of   these   pools 


calculated  their  advance  payments  on  a  per 
fleece  basis.  The  amount  ranged  from  $0.40 
to  $1.00  per  fleece.  Buyers  viewed  this  as  a 
disadvantage. 

(2)  Some  pools  require  an  escrow  deposit 
from  buyers  to  insure  completion  of  the  sale. 
This  may  be  for  either  a  spot  or  a  forward- 
contract  sale.  The  pool  may  require  a  stated 
amount  or  a  fixed  percentage  of  the  pool  re- 
ceipts. If  no  escrow  is  required,  some  pools 
only  require  credit  references. 

(3)  Most  pools  require  that  the  successful 
bidder  take  all  the  wool  offered  for  sale.  The 
buyer  must  bid  on  all  grades  or  the  total  lot 
of  pooled  wool.  He  considers  this  the  greatest 
disadvantage  of  buying  pooled  wool.  It  caused 
some  buyers  to  discount  their  prices. 

(4)  Pools  usually  specify  storage  and  trans- 
portation requirements  in  their  terms  of  sale. 
Storage  is  usually  only  available  to  pools  for 
a  few  days,  hence,  pools  usually  specify  a  time 
limit.  Pools  usually  sell  wool  on  an  f.o.b. 
basis  (p.  17).  In  the  study  reported  here,  some 
buyers  objected  to  paying  the  transportation 
cost  from  collection  point  to  mill  or  ware- 
house. However,  this  seems  to  be  a  general 
practice  of  wool  pools. 


25 


(5)  Finally,  pools  may  require  in  terms  of 
sale  that  buyers  return  or  replace  wool 
bags,  furnish  twine,  or  grade.  In  this  category, 
requiring  buyers  to  replace  or  return  wool 
bags  was  the  most  significant.  Buyers  consider 
this  a  responsibility  of  the  pools  because  of 
the  problem  of  contamination  of  wool  by  jute 
and  extra  transportation  costs  involved.  Usu- 
ally, the  buyer  charges  for  returning  the  bags 
by  paying  a  lower  price  for  the  pooled  wool. 
Pools  could  take  over  the  handling  of  the  wool 
bags  as  a  service  to  the  growers. 

Pool  Discounts. — The  percentage  of  dockage 
to  be  allowed  on  off-wools  may  be  specified 
by  the  pool  or  by  the  buyer  in  his  bid.  Many 
pools  specify  the  percentage  of  discount,  but 
the  buyer  may  actually  determine  the  quantity 
of  off-wools.  In  almost  half  the  pools  studied, 
the  buyer  actually  established  the  discount  or 
assisted  sales  committees,  pool  managers, 
or  growers  in  doing  so.  Only  18  percent  of 
the  pools  reported  that  graders  classified  off- 
wools.  For  these  reasons,  both  percentage 
of  dockage  and  volume  of  off-wools  vary 
considerably  among  pools. 

Six  percent  of  the  graded  wool  reported  was 
classified  as  off-wools.  However,  the  amount 
of  discount  and  number  of  pools  reporting 
off-wools  varied  considerably.  Discounts 
varied  from  none  to  100  percent  (table  8). 
Pools  reported  four  primary  types  of  off- wools. 
They  were  tags;  black  and  grey;  burry,  seedy, 


and  chaffy;  and  lamb.  Ninety-three  percent  of 
the  pools  discounted  tags.  Almost  half  of  these 
pools  discounted  them  from  50  to  100  percent. 

Because  of  this  variation,  it  is  difficult  for 
pools  to  compare  bids.  For  example,  a  high 
bid  could  be  made  on  the  clear  wool  with  a 
high  percentage  of  dockage  for  off-wools,  or 
a  lower  bid  could  be  made  for  clear  wool  and 
lower  percentage  of  discount  for  off-wools. 
The  lower  bid  could  result  in  a  higher  net 
price.  However,  the  pool  might  accept  the 
higher  bid  because  of  lack  of  uniformity  in 
the  bidding. 

Suggested  Terms  of  Sale. — The  majority  of 
pools  were  satisfied  with  their  present  terms 
of  sale;  71  percent  felt  no  need  to  change  the 
specifications.  However,  many  buyers  were 
dissatisfied  with  these  specifications  including 
the  discounts  for  off-wools. 

More  uniformity  and  equitable  settlements 
between  a  pool  and  its  buyers  could  be 
brought  about  by  (1)  standard  pool  discounts, 

(2)  standard   bid   and   contract   forms,  and 

(3)  standard  specifications  of  the  sale. 

Each  pool  should  determine  its  off-wools 
and  the  percentage  of  dockage  for  these  grades. 
Professional  graders  could  be  used  to  es- 
tablish, impartially,  the  volume  and  type  of 
off-wools.  In  addition,  the  pool  could  set  the 
rate   of   discount  for  them.   Thus,  all  buyers 


Table  8e--Number  and  percentage  of  wool  pools  reporting  specified  off-wool  discounts,  by  type  of  off-wools,  1961 


Type  of 
off- wool 

Pools  reporting  discount  allowance  of — 

All  pools 

1  -  49 

percent 

50  -  100  percent 

None 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

Black, 

grey.... 

16 

24 

19 

6 

2 

13 

1 

1 

48 
69 
61 
35 
13 
50 
8 
7 

15 
8 
7 
5 
5 
4 
2 
5 

45 
23 
23 
30 
33 
15 
15 
36 

2 
3 

5 
6 
8 
9 
10 
8 

7 
8 
16 
35 
54 
35 
77 
57 

33 

35 
31 
17 
15 
26 
13 
14 

100 
100 

Burry, 

TaggVc 

Lamb.. 

seedy, 

100 
100 
100 
100 

Untied. 

100 
100 
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would  bid  on  the  same  basis  and  allow  each 
pool  to  make  a  uniform  comparison. 

Discounts  for  off-wools  vary  considerably 
between  pools  (table  8).  In  order  to  standardize 
discounts,  wool  buyers  were  queried  on  what 
they  thought  were  the  proper  discounts  for 
off-wools.  They  suggested  the  following  dis- 
counts: tags,  57  percent;  crutchings,  53  per- 
cent; fine  ram,  47  percent;  dead,  46  percent; 
black  and  grey,  36  percent;  lamb,  34  percent; 
heavy  burry,  30  percent;  and  light  burry,  17 
percent. 

Standard  bid  and  contract  forms  would  allow 
buyers  and  pools  to  negotiate  on  the  same 
basis.  An  example  of  a  standard  bid  form  is 
included  in  the  Appendix.  Requirements  in- 
cluded in  this  form  are  escrow  deposits, 
advance  payments,  method  of  transporting, 
acceptance  of  bids,  and  length  of  storage  of 
wool.  In  addition,  pool  grades,  including  off- 
wools  and  percentage  of  discount  for  these 
grades,  should  be  included  in  this  form. 


Fifty-eight  percent  of  the  buyers  favored 
a  standard  sales  contract.  Grades  and  dis- 
counts could  be  specified  in  the  contract  for 
graded  and  ungraded  wool  either  on  a  forward 
or  a  spot  basis.  This  would  put  the  price  of 
clear  wool  and  discount  for  off-wools  on  a 
uniform  basis. 

In  general,  pools  should  require  only  actual 
specifications  pertaining  to  the  sale.  They 
should  not  require  buyers  to  furnish  them  a 
service,  such  as  returning  or  furnishing  the 
wool  bags. 


Wool  Pool  Buyers 

Local  wool  pools  sell  to  dealers,  topmakers, 
and  manufacturers.  In  1961,  topmakers  and 
manufacturers  bought  over  56  percent,  or  more 
than  9  million  pounds,  of  pooled  wool  (table  9). 
Wool  dealers,  both  local  and  national,  may 
handle  or  buy  from  pools.  Dealers  bought  34 


Table  9. — Buyers  of  locally  pooled  wool,  by  type  of  buyer  and  volume  of  pooled  wool,  1961 


Pools  reporting — 

Pre 
for 

Type  of 
buyer 

Buyers 

Pools 

Volume  sold 

ijected  volume 
all  wool  pools3 

Total 

Average 
per  buyer 

Percentage 
of  total  2 

Wool  dealer  * 

Number 

20 
6 
4 

2 
3 

1 

36 

Number 

50 
66 
27 

2 
3 

1 

149 

1,000 
pounds 

3,957 
5,141 
1,408 

245 
315 

636 

11,702 

1,000 
pounds 

198 
857 
352 

123 

105 

636 

Percent 

34 
44 

12 

2 
3 

5 

100 

1,000 
pounds 

5,311 

Topmaker  5 

6,873 

1,875 

Combination 

Dealer-manufacturer.. 
Top-manufacturer 
Dealer -top- 
manufacturer  

Total 

312 
469 

781 

15,621 

1  Davidson's  Textile  Bluebook  ( 12), 

2  Percentages  were  computed  from  unrounded  figures. 

3  Total  volume  projected  from  percentage  of  total. 

4  Included  consignment  sales.  6  regional  and  State  cooperatives  were  reported  as  consignees.  These  cooperatives 
reported  481,292  pounds  as  consignment  wool  or  12  percent  of  the  wool  dealer  volume.  1  broker  is  classified  as  a 
wool  dealer. 

5  2  pools  were  jointly  purchased  by  3  firms. 
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percent,  or  approximately  5  million  pounds, 
and  various  combinations  of  to pmakers,  manu- 
facturers, and  dealers  bought  the  rest. 

Topmakers. — Topmakers  purchased  over  44 
percent  of  the  pooled  wool.15  Of  the  6  top- 
makers  studied,  4  of  them  bought  wool  from 
both  fleece  and  territory  pools.  The  two  re- 
maining firms  bought  only  from  territory  or 
fleece  pools.  Lots  of  wool  bought  by  all  firms 
ranged  in  size  from  7,000  to  273,000  pounds. 
Topmakers  bought  from  100,000  to  2  million 
pounds,  averaging  about  1  million  pounds  per 
firm. 

Manufacturers. — This  direct  user  of  wool 
purchased  12  percent  of  the  pooled  wool.  Man- 
ufacturers bought  pools  ranging  in  size  from 
3,000  to  444,000  pounds.  The  amount  purchased 
per  firm  ranged  from  30,000  to  934,000  pounds, 
or  averaged  352,000  pounds.  Manufacturers 
procured  wool  from  both  territory  and  fleece 
areas. 

Dealers. — Wool  dealers  bought  approxi- 
mately a  third  of  the  pooled  wool  from  pools 
ranging  in  size  from  5,000  to  over  2  million 
pounds.  Quantity  handled  by  individual  dealers 
ranged  from  10,000  to  2  1/4  million  pounds, 
or  averaged  approximately  200,000  pounds 
per  firm. 

Dealers  handled  12  percent,  or  approxi- 
mately 600,000  pounds,  of  pooled  wool  on 
a  consignment  basis.  In  1961,  some  pools 
in  the  territory  area  consigned  wool  to  State 
or  regional  cooperatives.  Each  cooperative 
handled  approximately  80,000  pounds,  with 
volume  ranging  from  20,000  to  182,000  pounds. 

Wool  dealers  operate  more  on  a  regional 
basis  than  topmakers  or  manufacturers.  That 
is,  dealers,  especially  for  local  or  national 
firms,  operate  either  in  the  fleece  or  territory 
area.  Many  national  firms  have  resident 
buyers,  particularly  in  the  territory  area. 

Joint  Buyers. — Ten  percent  of  the  pooled 
wool  was  purchased  by  various  combinations 
of   buyers.    For    example,    a  topmaker  and  a 


15 Topmakers  are  firms  that  buy  wool  to  make  tops 
for  sale  to  manufacturers. 


manufacturer  would  jointly  perchase  of  pool 
(table  9).  A  pool  will  then  divide  its  volume 
to  meet  the  particular  requirements  of  these 
buyers.  The  pool  solicits  bids  on  each  lot. 
This  practice  is  usually  found  in  the  larger 
pools  where  the  pooled  wool  can  be  divided 
in  merchantable  sized  lots. 


Bargaining  Power  of  Pools 

In  the  preceding  sections  of  the  selling  func- 
tions of  pools,  the  mechanics  of  the  sale  that 
involve  the  buyer  and  seller  were  outlined. 
In  a  perfectly  competitive  market,  we  would 
expect  the  negotiation  or  bargaining  process 
to  set  a  price  according  to  supply  and  demand. 

That  is,  one  pool  would  have  no  price  ad- 
vantage over  another  for  the  same  grade  and 
yield  of  wool  with  given  transportation  costs. 
However,  in  actual  practice,  one  pool  may 
have  more  influence  on  establishing  price  or 
greater  bargaining  power  than  another.  For 
this  reason,  it  is  necessary  to  discuss  some 
of  the  variables  that  help  to  determine  the 
bargaining  power  of  an  individual  pool.  These 
variables  include  market  knowledge,  size  of 
pool,  degree  of  buyer  competition,  and  mer- 
chandising characteristics  of  the  pool. 

Market  Knowledge. — In  the  sale  of  pooled 
wool,  the  market  participants — the  pool  and 
the  buyer — usually  base  their  buying  and  sell- 
ing activities  on  their  knowledge  of  the  pooled 
wool  relative  to  the  market.  The  adequacy  of 
this  information  from  the  standpoint  of  the 
pool  or  the  buyer  will  influence  their  activities. 
The  sources  of  information,  appraisal  of 
pooled  wool,  and  adequacy  of  this  information 
are  discussed  below. 

Fifty-one  percent  of  the  pools  obtained 
their  market  information  from  wool  production 
and  marketing  reports.  Local  dealers,  other 
pools,  State  extension  specialists,  central  mar- 
ket sources,  and  State  wool  organizations 
help  to  provide  a  medium  for  this  information. 

The  pooling  associations,  in  turn,  supply 
buyers  with  quality,  quantity,  and  specifica- 
tion information.  The  buyer  may  submit  his 
bid  based  on  this  information  relative  to  other 
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market  information.  Although  our  data  are 
incomplete  here,  it  can  be  assumed  that  the 
buyers  probably  possess  additional  marketing 
knowledge.  These  buyers  are  close  to  the  mar- 
ket as  they  normally  buy  relatively  large 
amounts  of  wool  and  operate  over  a  wide  area. 

Buyers  can  also  obtain  pertinent  informa- 
tion about  the  wool  by  direct  appraisal  or 
inspection.  By  inspecting  the  wool  before  the 
sale,  the  buyer  will  have  more  information 
on  which  to  base  his  bid.  However,  over  half 
the  pools  were  sold  before  assembly.  In  this 
situation,  the  buyer  must  inspect  the  wool 
before  assembly  or  depend  upon  his  general 
knowledge  of  the  wool  produced  in  the  area. 

Approximately  43  percent  of  the  pools  re- 
ported members'  clips  were  inspected  at  the 
ranch  or  farm,  usually  after  shearing.  Most  of 
these  pools  were  in  the  territory  States.  For 
the  pools  sold  after  assembly,  buyers  in- 
spected only  about  half  of  them  before  the 
sale.  Many  buyers  exhibited  little  interest  in 
inspecting  the  wool  before  sale  because  of 
low  volume.  Some  buyers  relied  on  previous 
years'  sales. 

However,  buyers  inspected  most  of  the  wool 
before  accepting  it.  In  1961,  they  inspected 
73  percent  of  the  pools  before  acceptance.  They 


normally  made  a  bag  or  random  inspection. 
Other  buyers  graded  the  wool,  established  the 
dockage,  or  inspected  each  clip. 

Wool  pools  reported  that  available  market- 
ing information  was  inadequate.  That  is,  they 
needed  more  information  for  their  decisions 
on  accepting  or  rejecting  bids.  There  are 
several  reasons  for  this.  First,  over  half  the 
pools  are  sold  before  or  at  the  time  of 
assembly.  The  pool  may  have  to  sell  its  wool 
based  on  its  reputation  or  the  previous  year's 
operation.  Second,  less  than  half  the  pools 
are  graded.  Thus,  neither  buyer  nor  seller 
deals  with  a  standard  product.  Third,  storage 
facilities  are  limited.  Pools  are  restricted  in 
their  methods  of  selling  as  they  are  unable 
to  provide  facilities  for  inspection. 

Wool  is  sold  based  on  information  supplied 
by  the  pool  or  by  the  individual  buyer's 
knowledge.  Fifty  percent  of  the  buyers  reported 
that  they  always  received  advance  notice  of 
the  sale  and  41  percent  that  they  usually  re- 
ceived notice.  Buyers  said  that  information 
on  both  quantity  and  quality  was  inadequate. 
Information  on  quantity  was  "sometimes"  or 
"never"  received  by  52  percent  of  the  buyers, 
whereas  40  percent  never  received  informa- 
tion on  quality  (table  10). 


Buyers  inspecting  wool  prior  to  sale 
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Bags  of  wool  ready  for  shipment  at  a  western  loading  point. 


Table  10. — Ratings  of  adequacy  of  information  provided  by  local  wool  pools  to  wool  buyers,  1961 


Buyers  reporting  they  received  specified  information — 

Total  buyers 

Kind  of  information 

Always 

Usually 

Sometimes 

Never 

reporting 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No.           Pet. 

Advance  notice  of  sale. 

Terms  of  sale  .........coo..... 

Procedure  for  proxy  bids... 

9         50 
5       J  30 
3         18 
5         30 

7           39 
7           41 
6            36 
3            18 
2           12 

2 

5 
7 
8 
8 

11 
1  30 
41 
47 
47 

1 
1 

7 

5 

5 

41 

18 

17 
17 
17 
17 

Percentages  were  computed  to  the  nearest  1  percent. 


Pool  Size. — A  key  variable  in  pool  bargain- 
ing power  is  the  volume  of  wool  handled  by 
the  cooperative.  The  other  variables  affecting 
bargaining  power  are  usually  related  to  size. 
Larger  pools  would  normally  attract  more 
buyers,  encourage  better  merchandising  prac- 
tices, and  utilize  more  marketing  knowledge. 

Sizes  of  pools  varied  considerably  among 
fleece  and  territory  pools.  Territory  pools 
ranged  in  size  from  30,000  to  272,000  pounds. 
Fifty-three  percent  were  above  100,000  pounds. 

In  the  fleece  area,  only  30  percent  were 
above  100,000  pounds.  Fleece  pools  ranged  in 


size  from  3,000  to  220,000  pounds.  However, 
through  coordination  among  pools,  a  larger 
volume  of  wool  is  usually  assembled  for  sale 
in  these  areas.  In  Virginia  and  Pennsylvania, 
wool  pools  coordinated  the  sale  of  over  1 
million  pounds  in  each  State.  (See  appendix 
table  13  for  the  average  volume  handled  by 
these  pools.) 

Both  pools  and  buyers  reported  the  dis- 
advantages of  low-volume  pools.  Thirty  per- 
cent of  the  fleece  pools  were  below  20,000 
pounds.  A  minimum  amount,  usually  20,000 
to  30,000  pounds,  is  required  to  fill  a  railcar 
or  motortruck.  Assembling  small  lots  of  wool 
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does  not  permit  the  pool  to  perform  an  adequate 
marketing  service.  In  addition,  low-volume 
pools  are  disadvantageous  to  buyers  because 
these  pools  generally  cannot  do  a  good  mer- 
chandising job  and  transportation  costs  are 
higher.  Of  the  20  buyers  in  the  study,  18  of 
them  believed  no  additional  pools  were  neces- 
sary. 

Buyer  Competition. — The  second  variable 
of  individual  pool  bargaining  power  is  the 
the  degree  of  competition  or  the  market  in- 
terest in  their  wool.  The  usual  marketing 
practice  of  pools  is  to  sell  the  wool  before 
or  at  time  of  assembly.  Since  the  wool  is 
not  normally  stored,  the  pools  sell  it  during 
a  relatively  short  period.  For  this  reason, 
wool  is  usually  sold  on  the  basis  of  bids 
received  before  or  after  assembly.  There- 
fore, an  understanding  of  buyer  activity  is 
essential  in  evaluating  the  competitiveness  of 
pool  bids. 

The  average  pool  received  4  bids  with  the 
number  of  bids  ranging  from  1  to  9.  Fifty-two 
percent  of  the  pools  received  3  or  4  bids, 
and  only  9  percent  over  6  bids.  However,  sev- 
eral pools  were  sold  on  the  basis  of  1  or  2 
bids. 

On  the  purchasing  side,  50  percent  of  the 
firms  submitted  bids  to  only  1  pool  during  the 
season.  The  number  of  bids  made  by  individual 
firms  ranged  from  1  to  25.  Sixty-six  percent 
of  the  firms  made  only  2  bids,  and  14  percent 
over  6.  Thus,  only  a  few  firms  bid  on  pooled 
wool. 

The  closeness  or  the  range  of  the  bids  also 
influences  the  competitiveness  of  the  wool 
price.  Bids  for  clean  wool  varied  from  $0,005  to 
$7.37  per  hundredweight.  This  differential  is 
divided  into  a  low  and  high  range;  37  percent 
of  the  pools  were  in  the  low  range  and  63 
percent  in  the  high.  In  the  lower  range,  the 
bids  varied  from  $0,005  to  $0.06  per  hundred- 
weight. Two-fifths  of  these  pools  reported  a 
differential  of  $0.04. 

Almost  two-thirds,  63  percent,  of  the  pools 
were  in  the  upper  range.  They  reported  a 
differential   of   $0.34   to   $7.37   per  hundred- 


weight. In  this  range  47  percent  averaged 
less  than  $2.00  per  hundredweight;  however, 
35  percent  were  over  a  $5.00  differential. 

The  number  of  wool  buyers  actively  bidding 
on  pooled  wool  vary  by  area.  In  our  study  of 
wool  buyers,  representing  nearly  three- 
quarters  of  the  pooled  wool  purchased,  the 
average  territory  State  had  approximately 
6  buyers.  The  number  of  buyers  in  territory 
States  varied  from  2  to  8.  Eight  buyers 
reported  bidding  on  pools  in  Montana  and  7 
buyers    in    Idaho  and  Wyoming,  respectively. 

In  the  fleece  States,  the  average  State  had 
2  buyers  competing  for  pools.  The  number 
of  buyers  in  these  States  varied  from  1  to  5. 
There  were  5  buyers  reported  bidding  in  Vir- 
ginia and  4  in  West  Virginia. 

In  the  study  reported  here  the  average 
buyer  bought  more  than  a  half  million  pounds 
of  pooled  wool.  Thirty-eight  percent  of  the 
buyers  bought  more  than  1  million  pounds. 
In  terms  of  numbers  of  pools,  71  percent  of 
the  wool  buyers  bought  wool  from  less  than 
10  pools. 

Buyer  activity  also  varies  according  to 
type  of  buyer.  Topmakers  purchased  more  wool 
collectively  and  individually  than  any  other 
kind  of  wool  buyer.  Six  topmakers  purchased 
66  pools.  The  average  wool  dealer  purchased 
only  a  fourth  as  much  as  the  average  top- 
maker  (table  9). 

Pools  will  usually  sell  their  wool  on  the 
basis  of  bids  received.  It  is  to  the  pool's 
advantage  to  contact  several  different  types 
of  potential  buyers. 

Merchandising. — In  addition  to  other  vari- 
ables of  bargaining  power,  marketing  ability 
differs  among  pools.  By  proper  merchandising 
of  the  pooled  wool,  the  pool  can  influence  the 
price. 

Prices  of  wool  varied  widely  among  pools. 
Prices  received  for  clear  wool  ranged  from 
$0.40  to  $0.64  per  pound  depending  upon  grades 
and  market  demand.  Forty-five  percent  of  the 
pools  received  prices  between  $0.50  and  $0.54 
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per  pound.  There  are  many  reasons  for  the 
price  differentials  including  the  type  of  wool. 
However,  this  also  indicates  that  merchandis- 
ing practices  vary  among  pools.  Our  study 
tends  to  substantiate  this  statement. 

Wool  buyers  reported  four  characteristics 
of  pools  that  did  a  good  merchandising  job. 
They  were  fair  and  equitable  delivery,  good 
preparation  of  wool,  grading,  and  a  good  sales 
committee. 

Pools  can  build  a  reputation  over  the  years 
by  developing  good  selling  practices.  If  the 
buyer  can  depend  on  the  type,  quality,  and 
quantity  of  wool  each  year,  he  may  submit 
higher  bids. 

Adequacy  of  Competition 

Prices  received  by  pools  are  a  measure  of 
competitiveness.  Information  available  indi- 
cates small  growers  received  better  prices 
for  their  wool  by  selling  through  pools.  Both 
growers  and  buyers  surveyed  in  this  study 
reflected  this  viewpoint. 

Forty-three  percent  of  the  wool  growers 
reported  wool  pools  gave  them  a  price  ad- 
vantage over  alternative  outlets.  In  a  study 
by  Phillips  and  Aull  of  wool  growers  in 
Kentucky  (L2),  growers  that  sold  to  pools 
received  $0.02  to  $0.05  more  than  the  average 
of  the  State  between  1936  and  1940.  A  price 
advantage  of  pools  for  small  growers  was 
also  indicated  in  a  more  recent  study  on 
marketing  wool  in  Montana  by  Menzie  and 
Sammons  (9). 


price  ranging  from  $0.02  to  $0.07  per  pound. 
Almost  half  the  buyers  reported  paying  pre- 
miums of  $0.03  to  $0.04  per  pound. 

Buyers  reported  paying  these  premium 
prices  for  two  reasons.  First,  pools  had  a 
larger  volume  which  gave  them  more  bargain- 
ing power.  Second,  pools  had  lower  marketing 
charges  than  other  marketing  agencies. 

Findings  of  the  study  reported  here  indicate 
that  most  wool  pools  could  improve  their 
competitiveness  as  follows: 

1.  By  considering  selling  arrangements  with 
other  marketing  agencies  to  supplement  the 
outright  purchase  method.  For  example,  wool 
could  be  stored  and  sold  at  the  option  of  the 
pool  or  handled  on  a  consignment  basis. 

2.  By  more  pools  using  the  sealed  bid 
method  of  selling.  This  allows  pools  to  com- 
pare bids  simultaneously  and  to  make  a  de- 
cision on  these  bids.  Less  skill  is  required 
in  this  type  of  selling  than  in  the  private 
negotiation  method. 

3.  By  using  standard  sales  contracts,  each 
pool  and  its  buyers  could  negotiate  on  the 
same  basis. 

4.  By  contacting  different  types  of  buyers, 
pools  can  better  appraise  the  wool  market. 

5.  By  obtaining  greater  bargaining  power 
through  a  greater  coordination  of  pool  sales. 

6.  By  providing  adequate  quantity  and  qual- 
ity information  to  buyers. 


Sixty-five  percent  of  the  buyers  reported 
paying  higher  prices  to  pools  than  to  local 
dealers.     They    reported   paying   a   premium 


7.  By  improving  their  marketing  informa- 
tion through  a  coordinated  telephone  market 
reporting  service  of  pool  sales. 
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Pool  Management 


Wool  pools  in  the  study  have  been  viewed 
from  the  standpoint  of  development,  organi- 
zation, and  performance  in  their  market  func- 
tion. In  this  section,  the  pool  is  analyzed  as 
an  operating  unit.  This  includes  their  costs 
and  financial  administration  with  suggestions 
made  for  improving  them. 


Costs  and  Financing 


records.    In   many   pools,    members    help   in 
rebagging,  loading,  and  other  functions. 

Finally,  the  operating  cost  is  influenced  by 
the  size  of  the  pool.  For  those  selling  less 
than  30,000  pounds,  marketing  costs  amounted 
to  $0.02  per  pound.  For  pools  selling  from 
30,000  to  100,000  pounds,  these  costs  amount 
to  about  $0.01  per  pound,  and  those  selling 
over  100,000  pounds,  less  than  $0.01  per  pound. 


In  marketing  wool,  pools  incur  operating 
expenses  and  levy  handling  charges  to  meet 
these  expenses.  In  this  section  the  financial 
structure  of  wool  pools  is  analyzed.  This 
structure  includes  operating  costs,  handling 
charges,  cash  reserves  and  assets,  and  meth- 
ods of  financing  growers. 

Operating  Costs. — Pools  vary  widely  in 
their  operating  costs.  For  an  individual  pool, 
the  cost  of  marketing  wool  depends  on  several 
factors.  These  factors  are  the  specific  func- 
tions it  performs,  the  nature  of  the  perform- 
ance, whether  all  labor  and  management  is 
compensated,  and  its  size. 

All  pools  do  not  perform  the  same  functions. 
For  example,  grading  is  done  by  less  than  half 
the  pools.  For  the  pools  not  grading,  other 
things  equal,  their  operating  cost  would  be 
lower. 

A  second  reason  for  wide  variability  in  cost 
is  that  the  nature  and  extent  of  the  functions 
differ  among  pools.  For  example,  the  extent  of 
grading  influences  cost.  Wool  bag  grading  is 
cheaper  than  fleece  grading.  For  pools  selling 
on  a  merit  basis,  the  accounting  needed  in  this 
type  of  sale  costs  more  than  simply  paying  on 
an  average  basis. 

Third,  pool  members  and  outside  agencies 
may  contribute  labor  and  management.  Sixty 
percent  of  the  pools  reported  no  expense  for 
officers  and  sales  committee,  whereas  for  the 
others,  this  expense  ranged  from  $20  to  $1,000 
(appendix  table  16).  The  State  and  county  ex- 
tension   services    assisted   pools   with   their 


Because  of  these  differences  among  pools, 
there  is  a  wide  range  in  their  operating  costs 
making  it  difficult  to  analyze  meaningful  costs. 
However,  for  the  study  reported  here,  typical 
expenses  of  a  pool  were  estimated  and  are 
shown  in  table  11. 

Table  11.—  Typical  wool  pool  operating  expenses 
in  1961  ! 


Item 

Expense 

Dollars 

Percent 

Officers  and  sales  committee... 

88 

33 

278 

316 

23 

19 

30 

239 

9 
3 

27 

31 

2 

2 

3 

Other  2 

23 

Total 

$1,026 

100 

Cost  per 

.012 

Expenses  most  often  reported  with  an  average  pool 
volume  of  85,268  pounds.  See  appendix  table  16  for 
nature  of  operating  expenses  and  method  of  computing 
these  figures. 

2  Includes  $121  average  expense  reported  for  dues  in 
other  organizations;  $78  for  advertising  and  promotion,, 
and  $40  for  telephone. 

The  typical  operating  costs  were  $1,026,  or 
$0,012  per  pound.  Grading  and  loading  expenses 
represented  58  percent  of  the  operating  costs. 
The  management  cost,  officers  and  sales  com- 
mittees, was  relatively  insignificant.  Also,  as 
might  be  expected,  storage  or  rental  costs 
were  low. 
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Both  growers  and  buyers  indicated  that  the 
pool  method  of  selling  resulted  in  lower  mar- 
keting costs.  These  costs  were  low  because 
labor  and  management  were  usually  contrib- 
uted, and  little  storage  or  equipment  was 
required. 

Handling  Charges. — Wool  pools  normally 
meet  their  operating  costs  by  charging  han- 
dling fees,  which  can  be  computed  in  two  ways. 
First,  it  may  be  a  predetermined  or  fixed 
charge  on  which  growers  are  charged  on  a 
per-unit  basis.  This  is  known  as  the  market- 
deduct  method.  Second,  some  pools  may  de- 
termine the  handling  charge  after  the  expenses 
and  receipts  of  the  pool  are  computed.  In  this 
method,  handling  charges  are  computed  for 
the  total  receipts  and  expenses. 

Seventy-nine  percent  of  the  pools  charged 
on  a  per-unit  basis — the  market-deduct 
method.  The  grower  receives  net  returns  or 
total  returns  minus  the  handling  charge. 

Thirty  percent  of  the  pools  reported  a  han- 
dling charge  of  $0.01  a  pound.  This  was  the 
most  common  charge.  The  handling  charges 
ranged  from  $0.0120  to  $0.0425.  About  40  per- 
cent of  the  pools  reported  handling  charges 
over  $0.01,  only  30  percent  below  $0.01. 

In  general,  the  handling  charge  was  the  main 
source  of  revenue  for  pools.  Some  pools,  how- 
ever, had  membership  dues  and  sold  supplies. 
(See  marketing  agreement  in  Appendix  pertain- 
ing to  dues). 

Cash  Reserves  and  Other  Assets. — Another 
aspect  of  the  financial  structure  is  cash  re- 
serves and  assets.  Over  three-fourths  of  the 
pools,  79  percent,  maintained  cash  reserves. 
The  amount  of  cash  reserves  of  pools  report- 
ing them  ranged  from  $30  to  $1,500,  or  $533 
per  pool.  Seventy  percent  of  the  pools  reported 
cash  reserves  and  maintained  a  balance  be- 
tween $100  and  $500.  Finally,  63  percent  of  the 
pools  reported  no  assets  in  terms  of  buildings 
or  equipment. 

The  purpose  and  use  of  cash  reserves  is 
shown  in  table  12.  Cash  reserves  are  normally 
used  for  the  following  year's  operation.  This 
usually  includes  advertising  and  promotion 
for  the  future  pool  sale. 


Table  12.— Use  of  cash  reserve,  25  local  wool  pools,  1961 


Use 

Pools  reporting 

Number 

Percent 

9                 36 

8                 32 

Educational  and  promotional.. 
Wool  bags  and  complementary 

6                 24 
4                 16 

2                   8 

Total1 

29 

-•-More  than  1  use  per  pool. 

Financial  Settlement 

The  pools  need  capital  primarily  to  finance 
their  growers.  Since  wool  is  produced  on  an 
annual  basis,  the  grower  may  need  an  advance 
on  his  clip.  A  pool  may  advance  a  partial  pay- 
ment to  its  members.  The  money  is  normally 
received  from  wool  buyers  which  may  be 
specified  in  the  terms  of  sale. 

Wool  pools  can  also  obtain  quicker  cash 
settlements  for  growers  by  using  sight  drafts 
and  credit  from  local  banks.  The  sight  draft, 
a  credit  instrument,  is  simply  a  draft  with 
orders  to  pay  on  sight.  It  is  negotiable  when 
accompanied  by  a  bill  of  lading  which  certifies 
the  weight,  condition,  and  title  of  the  wool. 
This  allows  pools  to  settle  on  an  early  basis. 


Wool  pool  members  examining  and  discussing  the 
sales  contract. 
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Pools  can  also  obtain  credit  at  local  banks. 
Such  a  loan  is  usually  not  a  commodity  loan, 
but  an  advance  so  that  the  pool  can  settle 
quickly  with  its  members,  usually  at  the  as- 
sembly period.  Some  banks  may  advance  the 
money  at  no  charge  as  a  service  to  the  pool, 
if  the  buyer  has  good  credit. 

Wool  pools  normally  do  not  have  a  great 
deal  of  capital  for  equipment  or  operations. 
They  usually  do  not  own  storage  facilities  or 
extensive  equipment.  For  this  reason,  han- 
dling charges  meet  most  of  their  current  ex- 
penses and,  in  some  cases,  provide  a  reserve 
for  future  operations. 


Administration 

Another  aspect  of  management  is  the  ad- 
ministration of  the  pool.  In  fact,  this  is  a  key 
factor  in  successful  operation  of  a  pool.  For 
this  reason,  it  is  vital  to  understand  the 
aspects  of  sources  of  management,  pool  rec- 
ords, and  membership  relations. 


officers  or  elected  them  for  indefinite  periods. 
Rotation  of  officers  and  directors  among  the 
members  may  help  to  stimulate  interest  in 
the  pool. 

Wool  pools  also  were  assisted  in  their  man- 
agement by  outside  agencies.  Employees  from 
State  and  local  extension  services  assisted  in 
over  half  the  pools  studied.  Also  other  coop- 
eratives, individual  growers,  and  a  broker 
assisted  in  other  pools. 


Pool  Records 

In  marketing  operations,  pools  sell  the  wool 
and  settle  with  their  members.  These  transac- 
tions require  accurate  pool  records.  Seventy- 
two  percent  of  the  pools  kept  individual  grower 
accounts.  For  pools  that  did  not  pay  on  a  dif- 
ferential basis,  these  records  were  simply 
individual  expense  and  receipt  accounts.  Less 
than  half  the  pools,  or  47  percent,  kept  finan- 
cial records,  and  only  38  percent  kept  ad- 
ministrative ones. 


Source  of  Management 

In  90  percent  of  the  pools,  formally  elected 
officers  provided  some  part  of  pool  manage- 
ment. In  addition,  pools  were  assisted  in  their 
administration  by  outside  agencies. 

Pool  management  was  rarely  delegated  to 
one  person.  Thirty-nine  percent  of  the  pools 
had  3  officers — a  president,  vice-president, 
and  secretary-treasurer.  About  a  third  of 
them  had  a  board  of  directors;  36  percent  had 
both  directors  and  primary  officers. 

Officers  are  either  elected  or  selected  by 
other  means.  In  70  percent  of  the  pools, 
grower-members  elected  their  officers.  Other 
pools  have  no  set  method  for  choosing  offi- 
cers; some  let  outside  agencies  do  the  se- 
lecting. 

The  term  of  office  is  relatively  short  in 
most  pools.  Fifty-five  percent  of  the  pools 
elected  their  officers  for  1  year.  About  a  third 
of   the   pools    staggered   the   terms  for  their 
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Accurate  records  are  essential  for  successful 
wool  pooling. 

Some  outside  agencies  assisted  pools  in 
their  financial  and  administrative  records. 
Almost  half  the  pools  studied  reported  help 
from  local  extension  service  personnel.  Only 
37  percent  of  them  kept  their  own  records; 
the  rest  reported  help  from  other  sources  or 
did  not  keep  records. 
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In  addition  to  keeping  individual  grower  and 
pool  records,  some  federated  and  centralized 
associations  prepare  regional  or  State  statis- 
tical summaries.  These  summaries  include 
weights,  grades,  prices  received,  and  buyers 
of  each  local  pool. 

Membership  Relations 

A  stable  membership  is  essential  in  pooling 
operations.  Yet,  almost  a  third  of  the  pools 
reported  that  some  members  dropped  out  in 
1960,  because  they  were  dissatisfied  with  their 
pool.  In  this  section,  we  will  discuss  the  mem- 
bership-relation activities  of  pools. 

Most  wool  pools  hold  annual  meetings.  At 
these  meetings,  elections  for  pool  manage- 
ment are  conducted  and  pooling  dates  are  an- 
nounced. In  addition,  these  meetings  are  also 
used  to  provide  marketing  and  production  in- 
formation to  members.  For  example,  a  State 
extension  livestock  specialist  will  present 
information  on  current  production  practices. 

Wool  pools  do  not  generally  have  strong 
membership-relations  programs.  For  this 
reason,  many  pools  do  not  have  a  well- 
informed  membership  and,  thus,  lack  the 
active  support  of  their  members.  Pools  need 
to  maintain  contact  with  their  members  on  a 
year-round  basis.  They  can  do  this  with  news- 
letters, personal  contacts,  and  social  and  edu- 
cational meetings.  A  well-informed  member 
is  more  likely  to  support  his  pool. 

Also,  a  greater  participation  in  pool  man- 
agement   would    induce    members   to    take   a 


more  vigorous  part  in  the  activities.  Pool 
officers  could  be  selected  on  a  rotation  basis 
for  a  greater  participation  of  growers.  By 
helping  supervise  the  grading  and  selling  ac- 
tivities of  their  pool,  the  individual  member 
can  increase  his  knowledge  of  wool  marketing 
for  a  better  understanding  of  the  pool  method. 

Improvement  of 
Pool  Management 

Pool  management  could  be  improved  by: 

1.  Emphasizing  management  (3).  Pools  can 
do  this  by  hiring  qualified  people  to  manage 
one  or  several  pools,  or  obtaining  professional 
advice  on  management  from  marketing  firms 
or  other  agencies. 

2.  Establishing  and  using  a  system  of  rec- 
ords to  permit  paying  growers  on  a  merit 
basis. 

3.  Setting  up  a  continuous  membership  re- 
lations program.  This  would  include  annual 
meetings,  printed  educational  material,  and 
personal  contact  with  the  growers. 

4.  Rotating  sales  committees,  directors, 
and  officers  among  the  membership.  This  will 
involve  the  members  and  encourage  them  to 
take  a  vigorous  part  in  the  activities  of  the 
pool. 

5.  Coordinating  various  functions  with  other 
pools  to  lower  marketing  costs.  This  may  be 
accomplished  through  a  State  association  of 
local  pools. 


Conclusions 


The  efficiency  with  which  pools  perform 
their  marketing  functions  has  a  substantial 
influence  on  prices  received  for  wool,  costs 
of  marketing,  and  the  amount  of  net  returns 
to  the  grower.  In  order  to  determine  this 
marketing  efficiency,  the  organization  and 
operations  of  wool  pools  were  studied.  The 
data  showed  that  opportunities  exist  for  im- 
proving the  organization,  operation,  and  man- 
agement. 


Pools  are  an  important  part  of  the  wool 
marketing  structure.  In  1961,  there  were  234 
pools  marketing  16  million  pounds  of  wool. 
These  pools  were  in  fleece  and  range  areas 
of  29  States.  Volume  handled  represented  12 
percent  of  the  shorn  wool  produced  by  27 
percent  of  the  growers  in  the  above  areas. 

These  associations  increase  the  bargaining 
power   of   growers.    The   average   volume   of 
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wool  marketed  through  pools  was  430  pounds 
per  grower  compared  with  67,000  pounds  per 
pool.  Growers  reported  higher  prices  of  wool 
marketed  through  pools  than  through  alterna- 
tive outlets  because  of  the  increased  bargain- 
ing power  of  the  pool.  Buyers  reported  paying 
a  premium  of  $0.03  to  $0.04  per  pound  for 
pooled  wool. 

Growers  reported  convenience  and  avail- 
ability of  cash  as  important  advantages  of 
pools.  As  pools  generally  serve  a  small  trade 
area  of  1  to  2  counties  they  are  easily  acces- 
sible by  the  grower.  In  addition,  growers  re- 
ceive a  complete  financial  settlement  at  the 
time  of  the  sale. 

The  pooling  method  of  selling  offers  a  low 
cost  marketing  outlet  for  growers.  On  a  per 
pound  basis,  it  costs  the  pool  member  slightly 
more  than  $0.01  to  market  his  wool.  Marketing 
costs  are  low  because  labor,  management,  and 
equipment  and  storage  facilities  are  donated 
in  many  pools.  In  addition,  over  half  the  pooled 
wool  was  sold  direct  to  wool  manufacturers 
and  topmakers,  which  helped  to  reduce  over- 
all marketing  costs. 

There  are  opportunities  for  improvement  in 
the  organization  of  wool  pools  (p.  12).  Many 
wool  pools  are  poorly  organized  because  of 
their  failure  to  incorporate  and  establish  by- 
laws. Because  these  wool  pools  are  unstable, 
there  is  a  risk  to  both  the  individual  pool 
member  and  the  wool  buyer. 


the  pooled  wool,  and  the  growers,  particularly, 
are  in  a  relatively  poor  position  to  estimate 
the  value  of  their  wool  under  such  conditions. 

There  are  opportunities  for  improvement 
of  the  selling  practices  of  wool  pools.  (See 
suggestions  for  pools  to  improve  their  com- 
petitiveness on  p.  32.)  Pools  normally 
sell  their  wool  on  an  outright  purchase  basis 
either  before  or  at  the  time  of  assembly. 
Because  they  lack  permanent  storage  facil- 
ities or  arrangements  with  other  marketing 
agencies,  the  pooled  wool  is  usually  sold 
either  before  or  at  the  assembly  period.  As 
this  is  a  relatively  short  marketing  period, 
pools  may  have  to  sell  on  an  inactive  market. 

A  great  many  of  the  sellers  and  buyers  of 
pooled  wool  operate  with  inadequate  marketing 
knowledge.  Wool  pools  generally  reported  that 
marketing  information  was  inadequate  for 
them  to  do  a  good  job  of  marketing.  In  addition, 
many  buyers  reported  that  they  did  not  re- 
ceive adequate  quality  or  quantity  information 
from  pools. 

There  are  opportunities  for  improvement 
in  the  management  of  wool  pools  (p.  36). 
Many  pools  do  not  have  qualified  supervision. 
Most  of  the  officers  normally  come  from  the 
membership  and  receive  little  or  no  compen- 
sation. Because  of  their  limited  knowledge  in 
wool  marketing,  grading  and  selling  activities 
may  be  inadequate. 


There  are  opportunities  for  improvement  in 
the  assembly  of  wool  clips  (p.  17).  Assembly 
periods  are  not  adequately  coordinated  in 
many  pools.  Only  about  a  third  of  the  pools 
used  membership  agreements.  In  addition, 
only  half  of  the  buyers  reported  scheduling 
was  adequate. 

There  are  opportunities  for  improvement  in 
marketing  wool  clips  on  a  merit  basis  or  pay- 
ing a  differential  for  higher  quality  clips 
(p.  22).  Only  16  percent  of  the  pools  paid 
their  members  on  a  grade  and  yield  basis. 
By  not  selling  on  a  merit  basis  (the  payment 
of  an  average  price),  both  pools  and  buyers 
sell  and  buy  on  the  basis  of  inadequate  knowl- 
edge. For  this  reason,  buyers  are  forced  to 
do   considerable   guessing  about  the  value  of 


Many  wool  pools  could  improve  their  mem- 
bership programs.  Almost  a  third  of  them  re- 
ported that  some  members  withdrew  in  1960 
and  1961  because  they  were  dissatisfied  with 
the  pooling  operations.  Pools  usually  have 
annual  meetings  to  inform  and  stimulate  in- 
terest of  their  members  in  their  activities. 
However,  many  pools  fail  to  stimulate  this 
interest  on  a  continuing  basis  or  to  provide  a 
year-round  program. 

Wool  pools  offer  advantages  to  growers. 
These  advantages  include  convenience,  lower 
costs,  and  higher  prices  for  wool.  To  realize 
the  full  potential  of  these  advantages,  however, 
growers  will  need  to  strengthen  their  pool 
organization,  use  more  adequate  operating 
practices,  and  provide  better  management. 
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Appendix 

Tables 


Table  13. — Shorn  wool  production  marketed  through  pools  and  percentage  of  growers  marketing  through  pools  in  1061,    by  specified  States 


All  wool  growers 


— CT33T 

jroduction 
marketed 
through 
pools 


Shorn  wool 
production1 


Farms 
reporting 
sheep  over 
1  yr.  old2 


Shorn 

wool 

produced 

per  farm 


oper- 
ating 


Pools 
reporting 


Members 
reported 


volume 
reported 


Growers 

marketing 

through 

pools 


Wool 
pei 

I.  Ml 


Members 
pool 


Wo-1 

per  pool 
member 


Fleece 

Alabama 

Arkansas 

Delaware 

Georgia 

Illinois 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts5 . . . 

Mississippi 

New  Jersey 

New  York 

North  Carolina. . . 

North  Dakota 

Pennsylvania 

South  Carolina... 

South  Dakota 

Tennessee 

Vermont 

Virginia 

West  Virginia. . . . 

Total 

Territory 

California 

Idaho 

Montana 

Oregon 

Utah 

Washington 

Wyoming 

Total 

Total  States. 


r:^;:.r--: 

732 

1,243 

121 

720 
24,843 
9,494 
2,780 
1,466 
1,304 
1,310 
1,309 

847 
4,009 
2,541 
7,326 
8,191 

350 
13,372 
6,535 

462 
8,550 
8,369 


206 
^25 
264 
176 
184 
299 
142 
153 
162 
102 
223 
119 
233 
113 
792 
194 
186 
1,178 
166 
158 
196 
164 


1,000 

Number        pounds 


474 

145 

156 

14 

52] 

172 

199 

34 

400 

72 

1,260 

105 

736 

247 

52! 

137 

624 

232 

1,122 

236 

439 

437 

5,674 

1,026 

4,639 
<!,2B2 


1,407 
621 


15 

88 

375 

474 

156 

1,563 

199 

400 

1,320 

1,004 

525 

624 

1,517 

585 

5,674 

92 

65 

2,946 

85 

7,524 

3,020 


34 
72 
110 
247 
137 
232 
236 
583 
1,026 
16 
74 


1,407 
621 


126 

5. "5 
125 
282 
146 
218 


34C 
101 


324 
467 
250 
240 
306 

90 
165 
171 
18 

83 
246 
261 
372 
130 
997 
181 
174 
1,138 
220 
32  ' 
18  ' 
20E 


105,374 


359 


212 


19,719 
10,522 
16,180 

7,230 
11,706 

2,870 
21,933 


8,022 
4,617 
4,503 
7,511 
4,506 
3,313 
3,33c 


2,458 
2,279 
3,593 

963 
2,598 

866 
6,575 


412 
1,580 
1,923 
584 
613 
281 
492 


213 
1,909 
3,205 
479 
421 
274 
5b0 


412 
1,829 
2,797 
701 
703 
281 
656 


213 
2,210 
4,884 

575 

55 .' 
274 
747 


100 
153 


117 
10C 


517 
1,203 
1,746 

820 

83; 

975 
1,139 


90,160 


35,SOd 


5,685 


ol 


7,379 


128,157 


141,682 


905 


234 


216 


28,439       12,902 


36,310 


15,o21 


12 


155 


nr. 


Supplement  for  1962  to  Wool  Statistics  and  Related  Data  Through  1957   (17  p.    7). 

2  U-  S.   Bureau  of  the  Census.   U-  S.  Census  of  Agriculture,   1959  Vol.   I,   State  Reports,    table  b. 

3  Where  projected  members  differ  from  reported  number,   pool  members  are  estimated  from  1960  information  or  projected  from  average  of  pools  reporting  for  that  particular  State. 
*  Where  the  projected  volume  differs  from  reported  volume,  wool  is  estimated  from  1960  information  or  projected  from  average  of  pools  reporting  for  that  particular  State. 

5  Rhode  Island  and  Connecticut  data  combined  with  Massachusetts. 

6  Includes  1  pool  with  12  assembly  points  in  Massachusetts,  Connecticut,   Vermont,   and  New  York. 

7  Includes  growers  from  North  Carolina  that  sell  in  the  Virginia-North  Carolina  Mountain  Pool. 

8  Includes  growers  from  Virginia  that  sell  in  the  Virginia-North  Carolina  Mountain  Pool  and  North  Carolina  State  Pool. 
Includes  growers  marketing  through  pools  selling  in  Virginia. 
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Table  14. — Number  and  percentage  of  local  wool  pools  marketing  specified  percentage  of  wool  produced 

in  their  area,  by  size  of  clips,  1961 


Distribution  of 
wool  production 
in  the  trade  area 

Pools  reporting  marketing  clips  of  — 

Less  than  100 

100-499 

500-599 

1,000  and  over 

No, 

Pete 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

1  2                 0                    0                 6                  23               13                  54 
0                    0                 5                  13                 5                  19                 1                   4 
0                   0                6                 16                3                 12                2                   9 

0  03                    81                   40                    0 

2  51                    30                    00                    0 

1  21                    30                    00                    0 

3  74                  110                    00                    0 

4  10                 0                    0                 0                    0                  1                    4 
12130                    014 
8                  19                 2                    50                    00                    0 
6                  15                 1                    30                    00                    0 

16                  38               13                  35               11                  42                 6                  25 

Less  than  5  percent... 

Total 

42               inn              tt               inn              9«               inn              9 a               mn 

Table  15.--Number  and  percentage  of  local  wool  pools  marketing  for  a  specified  percentage  of  growers, 

by  size  of  clips,  1961 


Pools  reporting  marketing  clips  of  — 

Distribution  of 

growers  marketing 

through  pool 

Less  than 
50 

50-99 

100-499 

500-999 

1,000  and 
over 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

No. 

Pet. 

1                2             1                2             0                0           22              50           37              82 

Less  than  5  percent ... 

1                2             1                2             9              20           13              29             3                7 
4               9             7              16           16              36             6              14             3                7 

5              11           20              45            4               9             1               2             1               2 
3                7           10              22             5              11             0                0             0                0 
3                75              11             2                42                51               2 

3  70                04               90                00                0 

7  15             1                21                20                00                0 
5              110                04                90                00                0 

8  18             0                00                00                00                0 

4  90                00                00                00                0 
1                20                00                00                00                0 

Total 

45              mil             45              100             45              100             44              100             45              100 
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Table  16, — Nature  and  amount  of  operating  expenses  reported  by  local  wool  pools  in  1961 


Item 


Pools  reporting — 


Expense 


No  expense 


Amount  reported  2 


Range 


Average3 


Most  often  reported  ** 


Officers  and  sales  committee.... 

Secretary... 

Grading 

Loading 

Accounting 

Rent 

Insurance 

Other: 5 

Freight 

Dues  in  other  organization 

Advertising  and  promotion..... 

Wool  bags 

Telephone 


Number 

10 

19 
13 
23 

17 
9 
9 


Number 

15 
10 
13 

6 

8 

13 

8 


Dollars        Dollars 


20-1,000 
5-  300 
15-  349 
32-1,200 
10-  250 
3-  100 
10-  250 


3-1,000 

41-    205 

14-    200 

105-    417 

20-      60 


158 
58 
188 
298 
117 
28 


256 
121 

78 
235 

40 


Dollars 


33 
278 
316 
23 
19 
30 


1Average  volume  for  pools  reporting  operating  expenses  was  85,268  pounds, 

219  pools  reported  total  operating  expenses  ranging  from  $15-$4,250,  averaging  $848  per  pool  with  $325 
most  often  reported. 

3  Average  expense  for  pools  reporting  expense. 

**  The  expenses  were  grouped  for  each  item  and  the  mode  determined  for  each  item.  If  there  was  more 
than  1  mode,  the  group  with  the  largest  expense  was  chosen. 

5  Additional  items  reported  included:  Audit  expense,  postage,  income  tax,  loss  of  wool  sacks,  broker  fees, 
wool  sacks  and  postage,  and  incorporation  tax. 
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Exhibits 


Standard  Bid  Form 


Wool  Pool 


(address) 


(Date) 


BUYER 


(Name) 


(Address) 
*Pool  data  and  specifications 


**Grade 

Weight 

Price  Per  Pound 

Total 

Remarks 

Medium 

• 

3/8  and  1/4  Staple 

3/8  and  1/4  Clothing 

Low  1/4 

Burry  and  Seedy 

Fine 

Fine  Staple 

Fine  Clothing 

Burry  and  Seedy 

1/2  Blood 

Staple 

Clothing 

Common  and  Braid 

Black  and  Gray 

Medium  Lamb 

Fine  Lamb 

Kempy 

Dead 

Cotted 

Crutchings 

Tags 

*The  following  information  should  be  provided  potential  bidders,, 
Data; 

Location  and  address  of  pool,  date  of  assembly  and  number  of  fleeces,  date  when  bids  will  be  opened  and  previous 
pool  sale  information  on  grades  and  volume. 
Specifications: 

Escrow  deposit,  method  of  transportation,  reserve  the  right  to  reject  all  bids,  time  of  pick-up  for  wool, 
**These  are  suggested  grades  and  may  vary  among  pools. 
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Wool  Pool  Assembly  Notice 
(Grower) 


Address 
Date 


Name  of  wool  pool 
Date  of  assembly 


Dear  Sir: 

The 

the 


Wool    Pool   will   be    assembled    on 


at 


(name) 


(date) 


(location  of  pool) 


Wool  will  be  received  from 


a.m.  to 


(time) 


(time) 


p.m.  on 


and  will  be 


(date) 


graded  and  sold 


(date) 


Wool  must  be  sacked  in  standard  1\  foot  wool  bags.  Fleeces  should  be  tied  with  wool  paper  twine 
and  sacks  tightly  packed  to  present  the  best  possible  looking  package;  Black  wool,  dead  wool 
and  tags  should  be  sacked  separately  in  small  bags.  Wool  from  native  ewes  and  Western  ewes 
should  be  sacked  separately,  and  clear  and  burry  wool  should  also  be  separated. 

The 


pool   can  only  establish  a  good  reputation  through  the  best  efforts  of 

each  individual  grower.  Thus,  particular  attention  should  be  paid  to  the  shearing  and  sacking  of 
wool.  The  final  result  is  a  higher  price  for  the  grower. 

Very  truly  yours, 


(name) 


,  Chairman 


Wool  Pool  Committee 


(name) 


,  Member 


Wool  Pool  Committee 


(name) 


Member 


Wool  Pool  Committee 


(name) 


,  Member 


Wool  Pool  Committee 
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Individual  grower  statement 


COUNTY  WOOL  POOL 


19 


Name 


Address 


No. 


Bag  No. 

Gross  Weight 

Bag  Tare 

Net  Weight 

TOTALS 

PRICE 

WEIGHT 

Wool   grad 

es* 

$ 

TOTALS 

$ 

i 

Pool  Fee — 

Pool  Fee  Deductions 

-$ 

Net  Proceeds  after 
marketing  deductions 

$ 

Net  Check 

$ 

Purchaser: 

By: 

Date 


*  Insert  appropriate  pool  grades. 


County  Wool  Pool 


Address 


President 


(Name) 


Secy-Treas. 


44 


SUGGESTIONS  FOR  PREPARATION  OF  WOOL  FOR  MARKET 


KEEP  WOOL  DRY:  Be  certain  that  the  sheep  to  be  shorn  are  dry  and  free  of  dew  and  moisture 
before  shearing.  Excessive  moisture  develops  mold  growth  and  heating,  causing  the  fiber  to  rot 
and  become  weakened.  Water  stains  the  fiber  and  cannot  be  removed  by  scouring.  Penning  sheep 
the  night  before  shearing  is  suggested.  Store  wool  in  a  dry  place  free  from  blowing  rains  and 
leaks. 

AVOID  SECOND  CUTS;  Most  wool  is  shorn  by  experienced  custom  shearers.  However,  some 
producers  do  their  own  shearing.  Second  cuts  should  be  avoided  as  the  value  of  the  wool,  among 
other  things,  is  determined  by  the  length  of  the  staple.  Running  shears  over  the  same  area 
twice  cuts  the  staple  in  half.  This  results  in  increased  waste  and  expense  to  the  manufacturer 
and  consequently  a  lower  price  to  the  grower. 

REMOVE  TAGS  AT  TIME  OF  SHEARING:  Do  not  roll  tags  (heavy  manure-covered  locks)  up  in 
the  fleece.  It  is  less  expensive  for  the  grower  or  a  helper  to  remove  the  tags  at  shearing  time 
than  for  the  grader  or  other  labor  to  do  it  at  the  grading  table.  Tags  rolled  in  the  fleece  absorb 
moisture,  stains  the  wool  and  gives  the  fleece  a  shaggy  appearance  when  they  are  removed. 
Good  wool  is  also  pulled  out  with  the  tags  which  is  an  additional  loss  to  the  grower.  Bag  tags 
separately. 

BAG  OFF-GRADE  WOOLS  SEPARATELY:  Tags,  black,  burry,  crutchings,  kemp,  stained, 
trashy,  and  other  off -grade  wools  should  be  bagged  and  labeled  separate  from  good  wool.  Mohair 
should  also  be  bagged  separately. 

USE  PAPER  TWINE  ONLY:  Tie  all  fleeces  with  paper  twine.  Do  not  use  grass  string  or  baling 
wire.  Grass  string  fibers  cling  to  wool  and  lowers  its  value.  Wrap  the  paper  twine  once  each 
way  and  tie  firmly  enough  to  hold  fleece  together. 

TIE  EACH  FLEECE  SEPARATELY:  Each  fleece  should  be  laid  out  with  the  skin  side  against  the 
dry  clean  floor.  Remove  tags  (heavy  manure-covered  locks)  for  separate  packing.  Fold  leg  and 
belly  wool  toward  center  of  fleece.  The  fleece  is  then  rolled,  beginning  at  the  rear  and  rolling 
toward  the  front  so  the  shoulder  wool  will  be  on  the  outside.  When  lambs'  wool  is  too  short  to 
tie,  it  should  be  sacked  loose  and  labeled  lambs'  wool. 

USE  CLEAN  SACKS;  Regular  wool  bags  are  commonly  used  and  are  preferred  over  feed  bags. 
However,  feed  bags  are  preferred  over  no  bags  at  all.  If  feed  bags  are  used,  turn  them  inside  out 
and  shake  thoroughly  to  remove  all  foreign  material  such  as  feed,  cottonseed,  grain,  fertilizer, 
and  dirt. 

KEEP  SHEARING  AREA  CLEAN:  Clean  wool  is  attractive  wool.  Shear  on  a  clean  surface  free 
from  straw,  sawdust,  wood  chips,  and  other  foreign  matter.  Frequent  sweeping  while  shearing 
will  aid  in  keeping  the  fleeces  clean.  Sweepings  should  be  bagged  separately. 

PROTECT  WOOL  ENROUTE  TO  MARKET:  A  water-proof  covering  should  be  used  to  protect  the 
wool  enroute  to  and  at  the  market.  Should  the  wool  get  wet,  several  hours  are  needed  to  allow  it 
to  dry.  This  could  result  in  having  to  carry  the  wool  to  another  pool,  consequently,  more  expense 
and  trouble. 

TAG  EACH  BAG:  If  the  producer  is  unable  to  go  to  market  with  his  wool,  each  bag  should  be 
clearly  identified  by  showing  his  name  and  address.  This  will  eliminate  mixups  and  his  wool 
being  credited  to  another  producer. 
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BY-LAWS  OF 
.COOPERATIVE  WOOL  GROWERS 


ARTICLE  I  -  NAME 

Section  1.    The  name  of  this  Association  shall  be COOPERATIVE  WOOL 

GROWERS. 

ARTICLE  II  -  PLACE  OF  BUSINESS 
Section   1.    The  principal  business  of  this  Association  is  to  be  transacted  in 


ARTICLE  III  -  OBJECTS 

Section  1.  The  class  of  services  to  be  performed  by  this  Association  for  its  members  and 
patrons  are  those  specified  in  Section  3  of  "An  Act  of  Assembly  to  provide  for  the  incorporation 
and  regulation  of  cooperative  agricultural  associations  not  having  capital  stock,  etc."  approved 

under  which  act  this  Association  is  incorporated. 

(date  of  law) 

ARTICLE  IV  -  MEMBERSHIP 

Section  1.  Any  person  engaged  in  agriculture  as  defined  in  the  above  mentioned  Act  of 
Assembly  may  become  a  member  of  this  Association  by  agreeing  to  comply  with  the  requirements 
of  these  by-laws  and  by  consigning  wool  to  the  Association. 

Section  2.  Should  a  member  cease  to  be  a  bona  fide  producer  of  agricultural  products  or 
shall  not  have  been  a  patron  of  the  Association  for  a  period  of  twelve  months  preceeding  any 
annual  or  special  meeting  he  shall  not  be  permitted  to  vote  and  the  Board  of  Directors  may 
terminate  his  membership. 

ARTICLE  V  -  FISCAL  YEAR  AND  MEETINGS 

Section  1.  The  fiscal  year  of  the  Association  shall  commence  March  1  and  end  on  the  last 
day  of  February  of  the  following  year. 

Section  2.    The  annual  meeting  of  the  Association  shall  be  held  at on 

the  third  Monday  of  March  of  each  year. 

Section  3.  Special  meetings  may  be  called  at  any  time  by  the  President.  He  shall  call  such 
meetings  whenever  ten  percent  (10%)  of  the  members  shall  so  request. 

Section  4.  Notice  of  the  Annual  Meeting  shall  be  mailed  by  the  Secretary-Treasurer  to  each 
member  at  least  one  week  previous  to  the  date  of  the  meeting,  and  such  notice  shall  be  published 
in  a  local  newspaper  not  less  than  one  week  previous  to  the  date  of  meeting.  At  least  five  (5)  days 
before  the  date  of  any  special  meeting,  the  Secretary-Treasurer  shall  mail  notice  of  such 
meeting  to  each  member,  which  shall  state  the  nature  of  the  business  to  be  transacted  at  such 
meeting. 
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ARTICLE  VI  -  QUORUM 

Section  1.  Five  percent  (5%)  of  the  members  in  good  standing  shall  constitute  a  quorum  for 
the  transaction  of  business  at  any  meeting. 

ARTICLE  VII  -  DIRECTORS   AND  OFFICERS 

Section  1.  The  Board  of  Directors  of  this  Association  shall  consist  of  seven  (7)  members, 
who  shall  be  elected  2  for  one  year,  2  for  two  years,  and  3  for  three  years,  and  at  the  expiration 
of  the  terms  of  any  of  the  directors  so  elected  at  the  first  meeting  of  the  Association,  an 
equivalent  number  shall  be  elected  for  a  period  of  three  years  or  until  their  successors  are  duly 
elected. 

Section  2.  The  Board  of  Directors  shall  meet  within  ten  (10)  days  after  their  election,  and 
shall  elect  a  President  and  a  Vice-President  from  among  themselves,  and  a  Secretary-Treasurer 
who  may  or  may  not  be  a  member  of  the  Board  of  Directors.  They  shall  also  choose  three  (3) 
auditors  from  the  members,  not  Directors,  officers,  or  agents  or  employees  of  the  Association. 
Such  auditors  shall  hold  office,  1  for  one  year,  1  for  two  years,  and  1  for  three  years,  and  at  the 
expiration  of  the  term  of  an  auditor  so  chosen  by  the  first  Board  of  Directors,  his  successor  shall 
be  elected  for  a  term  of  three  (3)  years,  or  until  his  successor  is  duly  elected  and  qualified. 

Section  3.  Any  vacancy  in  the  Board  of  Directors  shall  be  filled,  for  the  unexpired  term, 
at  any  special  meeting  of  the  Association  called  for  the  purpose,  in  the  manner  provided  for  the 
original  election  of  directors. 

Section  4.  Four  members  (4)  of  the  Board  of  Directors  shall  constitute  a  quorum  at  any 
meeting  of  the  Board  of  Directors. 

Section  5.  The  compensation,  if  any,  of  the  Board  of  Directors  and  the  officers  shall  be 
determined  by  the  members  of  the  Association  at  a  regular  or  called  meeting  of  the  Association. 

Section  6.  Any  director  or  officer  of  the  Association  may,  for  cause,  at  any  regular  meeting 
or  special  meeting  called  for  that  purpose,  after  a  notice  in  writing  has  been  sent  to  each  member 
at  least  ten  (10)  days  before  the  time  set  for  such  meeting  setting  forth  the  purpose  of  such 
meeting,  be  removed  from  office  by  vote  of  not  less  than  two-thirds  of  the  members  present. 
Such  director  or  officer  shall  be  informed  in  writing  of  the  charges  at  least  ten  (10)  days  before 
such  meeting  and  at  such  meeting  shall  have  an  opportunity  to  be  heard  in  person,  by  counsel, 
and  by  witnesses,  in  regard  thereto. 

ARTICLE  VIII  -  DUTIES  OF  THE  DIRECTORS 

Section  1.  The  Board  of  Directors  shall  manage  the  business  and  the  affairs  of  the  Associa- 
tion and  make  the  necessary  rules  and  regulations,  not  inconsistent  with  law  or  with  these  by-laws, 
for  the  management  of  the  business  and  the  guidance  of  the  officers,  employees,  and  agents  of 
the  Association. 

Section  2.  The  Board  of  Directors  may  employ  and  dismiss  for  cause  a  Business  Manager, 
and  fix  his  compensation.  He  shall  have  charge  of  the  business  of  the  Association  under  the 
supervision  of  the  Board  of  Directors. 
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Section  3.  The  Board  of  Directors  shall  require  the  Treasurer  and  may  require  all  other 
officers,  agents,  and  employees  charged  by  the  Association  with  responsibility  for  the  custody 
of  any  of  its  funds  or  property  to  give  bond  with  sufficient  surety  for  the  faithful  performance  of 
their  official  duties.  The  premium  for  the  bond  shall  be  paid  by  the  Association. 

Section    4.    The    Board    of    Directors    shall   meet   at   the  call  of  the  President  in 


..Special    meetings    of    the   board   shall   be   held  upon  written  request  of  four  (4) 


members  of  the  Board. 

ARTICLE  IX  -  DUTIES  OF   THE  OFFICERS 
Section  1.    The  President  shall  - 

(a)  Preside  over  all  meetings  of  the  Association  and  of  the  Board  of  Directors. 

(b)  Call  special  meetings  of  the  Association  and  of  the  Board  of  Directors. 

(c)  Sign  with  the  Secretary  all  Certificates  of  Indebtedness,  Deeds  and  Mortgages. 

(d)  Perform  all  acts  and  duties  usually  required  of  an  executive  and  presiding  officer. 

Section  2.    The  Vice-President  shall  - 

(a)  In  the  absence  of  disability  of  President,  preside  and  perform  the  duties  of  the 
President. 

Section  3.    The  Secretary-Treasurer  shall  - 

(a)  Keep  a  complete  record  of  all  meetings  of  the  Association  and  of  the  Board  of 
Directors. 

(b)  Sign  as  Secretary-Treasurer  all  checks,  notes,  deeds,  and  other  instruments  on 
behalf  of  the  Association. 

(c)  Serve  all  notices  required  by  law  and  by  these  by-laws. 

(d)  Receive  and  disburse  all  funds  and  be  the  custodian  of  all  property  of  the  Association. 

(e)  Keep  a  complete  record  of  all  business  of  the  Association  and  make  a  full  report  of 
all  matters  and  business  pertaining  to  this  office  to  the  members  at  their  annual  meeting 
and  make  all  reports  required  by  law. 

(f )  Perform  such  other  duties  as  may  be  required  of  him  by  the  Association  or  the 
Board  of  Directors. 

ARTICLE  X  -  DUTIES  AND  POWERS  OF  THE  MANAGER 

Section  1.  Under  the  direction  of  the  Board  of  Directors,  the  Manager  shall  employ  and 
discharge  all  employees,  agents,  and  laborers.  Subject  to  the  order  of  the  Board  of  Directors, 
and  the  by-laws  and  the  rules  of  the  Association,  the  Manager  shall  have  entire  charge  of  the 
business  of  the  Association. 

ARTICLE  XI  -  CORPORATE  SEAL 

Section  1.  The  Association  shall  adopt  a  corporate  seal  which  shall  be  affixed  by  the 
Secretary  to  all  Membership  Certificates,  Certificates  of  Indebtedness,  Mortgages  and  Deeds 
given  by  the  Association. 
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ARTICLE  XII  -  DUTIES  AND  RIGHTS  OF  MEMBERS 

Section  1.  Each  member  of  the  Association  shall  have  only  one  vote.  Voting  by  proxy  shall 
not  be  permitted. 

Section  2.  Any  member  may  withdraw  from  the  Association  at  any  time  after  ___  days 
notice  in  writing  to  the  Association;  but  such  withdrawal  shall  not  affect  any  right  or  lien  which 
the  Association  has  against  the  retiring  member  or  his  property  until  his  indebtedness  to  the 
Association  is  fully  paid. 

Section  3.  Any  member  having  a  grievance  or  complaint  against  the  Association  may  appeal 
to  the  Board  of  Directors.  Any  member  of  the  Association  may,  for  cause,  at  any  regular  meeting 
or  special  meeting  called  for  that  purpose,  after  a  notice  in  writing  has  been  sent  to  each  member 
at  least  ten  (10)  days  before  the  time  set  for  such  meeting  setting  forth  the  purpose  of  such 
meeting,  be  removed  from  membership  by  vote  of  not  less  than  two-thirds  of  the  members 
present.  Such  member  shall  be  informed  in  writing  of  the  charges  at  least  ten  (10)  days  before 
such  meeting  and  at  such  meeting  shall  have  an  opportunity  to  be  heard  in  person,  by  counsel,  and 
by  witnesses,  in  regard  thereto. 

Section  4.  Any  member  who  has  failed  to  liquidate  his  obligations  to  the  Association  shall 
be  adjudged  not  in  good  standing  and  shall  not  be  privileged  to  vote. 

ARTICLE  XIII  -  CONTRACTS 

Section  1.  The  Association  may  make  and  execute  contracts  with  its  members  and  patrons 
to  buy  and  sell  agricultural  products,  or  to  act  as  agent  for  the  marketing  of  agricultural 
products,  or  for  the  purchase  of  farm  supplies,  or  to  perform  any  one  or  all  of  the  services  stated 
in  Article  III  of  these  by-laws,  and  in  Section  3  of  the  Act  under  which  this  Association  is 
incorporated. 

ARTICLE  XIV  -  SAVINGS   AND  DAMAGES 

Section  1.  Whenever  this  Association  shall  find  at  the  end  of  the  fiscal  year  that  it  has 
accumulated  funds  in  excess  of  those  necessary  to  finance  and  operate  the  business  of  the 
Association,  it  shall  return  such  excess  to  the  members  and  patrons  who  contributed  to  such 
excess  on  the  basis  in  which  the  business  of  such  member  or  patron  contributed  to  such  excess. 

ARTICLE  XV  -  ACCOUNTS  AND  AUDITING 

Section  1.  This  Association  shall  install  a  standard  system  of  accounts  and  provide  other 
accounting  appurtenances  that  may  be  necessary  to  conduct  the  business  in  a  safe  and  orderly 
manner. 

Section  2.  The  books  and  the  business  of  the  Association  shall  be  audited  once  each  year  by 
the  auditing  committee.  A  complete  audit  shall  be  made  by  them  with  the  assistance  and  under 
the  supervision  of  a  qualified  accountant.  The  report  of  such  audit  shall  be  presented  in  full  to  the 
Annual  meeting  of  the  members  and  a  typewritten  copy  shall  be  retained  in  the  files  of  the 
Association. 

Section  3.  Special  audits  shall  be  made  upon  order  of  the  Board  of  Directors,  or  upon  a 
majority  vote  of  the  members  present  at  any  regular  or  special  meeting  of  the  Association. 
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ARTICLE  XVI  -  DISSOLUTION 

Section    1.    Upon    dissolution    of   this    Association,  its  net  worth  shall  be  distributed  to  the 
patrons  in  proportion  to  their  patronage  during  the  last  operating  year  of  the  Association. 


ARTICLE  XVII  -  AMENDMENTS 

Section  1.  These  by-laws  may  be  amended  at  any  meeting  by  a  two-thirds  vote  of  the 
members  present,  provided,  that  notice  of  such  proposed  amendment  is  included  in  the  call  for 
said  meeting. 

These  by-laws  approved  by  the  Board  of  Directors  and  adopted  by  the  Association 
the day  of ,  19 . 


President. 


Secretary-Treasurer. 
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MARKETING  AGREEMENT 
OF  THE SHEEP  ASSOCIATION,  INCORPORATED 


City  State 

THIS    AGREEMENT   between    the SHEEP    ASSOCIATION,    hereinafter   called   the 

"Association''  and  the  undersigned,  hereinafter  called  the  "Grower"  WITNESSETH: 

That  in  consideration  of  the  mutual  obligations  and  the  provisions  herein  contained,  and  the 
admission  of  the  Grower  to  membership  in  the  Association  upon  his  performance  of  the  covenants 
and  agreements  on  his  part  hereinafter  specified  and  set  forth,  it  is  agreed  between  the  parties 
hereto  as  follows: 

(1)  That  this  contract  between  the  Association  and  the  Grower  shall  be  a  continuing  contract 

for   a  period  of years  from  the  date  hereof,  and  the  Grower  hereby  irrevocably  authorizes 

and  empowers  the  Board  of  Directors  of  said  Association,  or  such  person  or  persons  as  it  may 
thereunto  duly  authorize  and  appoint,  to  sell  or  consign  his  entire  clip  of  wool,  produced  for  or 

by  him,  from  the  date  of  acceptance  by  the  Association  of  such  clip  and  for  a  period  of years 

from  the  date  hereof,  to  such  person,  persons  or  corporations,  and  upon  such  terms  as  said 
Board  of  Directors  may,  in  their  judgment,  determine  and  agrees  to  deliver  said  wool  clip  to 
the  Association  or  to  such  purchaser  or  consignee  at  such  place  or  places,  on  such  date  or  dates, 
as  may  be  designated  by  the  Board  of  Directors  or  its  agents  thereunto  authorized  and  appointed; 
provided,    further,    however,    that   the    Grower   may  terminate  this  contract  by  sending  written 

notice  of  his  intention  to  so  terminate  the  same  to  the  Secretary  of  the  Association  within 

days  after  the  delivery  of  his  wool  in  any  one  year,  and  such  termination  shall  be  in  effect  for  all 
years  following  that  in  which  such  notice  of  termination  is  received  by  the  secretary,  and  his 
receipt  of  such  notice  shall  validate  the  termination.  The  Association  may  terminate  this  contract 
by  resolution  of  the  Board  of  Directors  when  a  just  cause  has  been  shown  for  such  termination  or 
the  Grower  has  violated  any  of  the  provisions  of  this  contract,  and  in  such  event,  written  notice 
of  such  termination  shall  be  given  by  the  Secretary  to  the  Grower  by  deposit  of  such  written 
notice  by  the  Secretary  in  the  Post  Office,  in  an  envelope,  postage  paid,  directed  to  the  Grower 
at  his  last  known  place  of  residence  or  business. 

(2)  The  Grower  further  authorizes  and  empowers  the  Association,  through  its  Board  of 
Directors  or  agent  thereunto  duly  authorized  and  appointed,  to  receive  for  him  from  the  purchaser 
or  consignee  of  his  wool-crop,  such  advance  payment  or  payments  as  may  be  made  by  such 
purchaser  or  consignee,  and  on  final  sale  of  his  wool,  any  further  balance  due  him  pursuant  to 
the  terms  of  the  sale  or  consignment  contract. 

(3)  The  Grower  further  agrees  to  deliver  his  wool  in  good  marketable  condition,  and  as 
directed  by  the  said  Board  of  Directors,  or  its  duly  appointed  and  authorized  agent,  and  to  ac- 
knowledge the  right  and  privilege  of  the  Association  to  inspect  and  accept  or  reject  any  or  all  of 
the  Grower's  wool  not  delivered  in  such  a  condition,  and  agrees  that  any  loss  the  Association 
may  suffer  on  account  of  inferior  or  damaged  condition  of  his  wool  shall  be  charged  against  him 
individually. 

(4)  (a)  The  Grower  further  agrees  that  in  the  event  of  a  sale  or  mortgage  of  his  sheep 
before  being  shorn  of  wool,  such  sale  or  mortgage  shall  be  subject  to  all  the  provisions  of  this 
contract,  and  such  sale  or  mortgage  shall  not  be  valid  or  binding  upon  either  of  the  parties  thereto 
unless  consented  to  in  writing  by  the  Association,  after  notice  first  given  to  it  in  writing  of  the 
proposed  sale  or  mortgage  and  the  terms  thereof  by  the  Grower. 
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(b)  If  the  number  of  fleeces  herein  specified  to  be  marketed  shall  in  any  one  of  the  contract 
years  show  a  ten  per  cent  or  greater  change  either  more  or  less  than  the  original  contract 
number,  the  Grower  agrees  to  notify  the  Secretary  in  writing  of  such  change  and  the  reasons 
therefor  immediately  upon  his  ascertainment  thereof. 

(5)  The  grower  further  agrees  to  pay  to  the  Association  as  follows: 

(a)  In  consideration  of  his  membership  and  as  his  fee  therefor  One  Dollar  upon  the  execution 
and  acceptance  of  this  contract,  and  One  Dollar  at  the  beginning  of  each  contract  year  thereafter. 
And  upon  his  payment  of  such  sums  this  contract  shall  constitute  his  certificate  of  membership 
in  the  Association,  which  the  statute  requires. 

(b)  The  Growers  will  further  pay  all  additional  amounts  for  handling,  loading,  storage, 
insurance  charges,  and  all  such  other  expenses  and  charges  as  may  be  determined  by  the  Board 
of  Directors  of  the  Association  as  necessary  and  proper  and  incident  to  the  performance  of  its 
duties  under  the  contract  and  the  by-laws  of  the  Association,  all  of  said  charges  to  be  deducted 
from  the  amount  of  the  Grower's  check  at  the  time  the  payment  is  made  to  him  by  the  Association. 
And  in  the  event  of  consignment  by  the  Association,  of  the  Grower's  wool  clip,  Grower  agrees 
that  all  such  additional  charges  as  may  be  necessary  to  meet  his  proportionate  share  of  the 
requirements  of  the  consignee's  contract  shall  also  be  deducted  from  the  amount  due  him  on  his 
delivery  and  final  payment. 

(6)  The  Association,  through  its  Board  of  Directors  as  above  provided,  agrees  to  make 
every  reasonable  attempt  to  dispose  of  the  Grower's  crop  of  wool  as  herein  contracted,  but  dis- 
posal of  said  crop,  or  any  part  thereof,  is  not  guaranteed  by  the  Association,  but  it  agrees  to 
disburse  to  the  Grower  the  amount  found  due  him  on  his  crop  of  wool  within  a  reasonable  time 
after  receipt  by  it  of  purchase  money  under  any  of  the  terms  listed  and  set  forth  in  this  contract. 

(7)  It  is  further  agreed  and  specified  that  the  Grower  has  agreed  to  sell,  and  the  Association 
has  agreed  to  buy,  the  entire  crop  of  wool  produced  by  or  for  such  Grower  during  the  period  of 
time  hereinabove  in  this  agreement  designated,  and  it  is  further  agreed  and  provided  that  the 
Association  shall  have  the  absolute  title  to  such  wool,  and  the  right  to  enforce  specific  perform- 
ance of  this  agreement,  and  the  power  to  borrow  money  thereon  for  any  purpose  of  the  Associa- 
tion, and  that  the  Association  shall  have  all  rights  of  ownership  of  such  wool  clip  without 
limitation,  including  the  right  to  sell  or  pledge  for  its  own  account,  or  as  security  for  its  own 
debts,  or  otherwise,  and  that  this  agreement,  when  filed  for  record,  pursuant  to  the  statute,  shall 
operate  to  convey  and  transfer  to  the  Association  full  title  to  and  possession  of  such  wool  or 
wool  clip  covered  hereby,  and  any  possession  by  the  Grower  thereafter  shall  be  only  as  custodian 
for  such  Association. 

It  is  further  provided  that  this  agreement  shall  not  apply  to,  or  constitute  any  lien  or  en- 
cumbrance on,  any  wool  or  wool-clip  acquired  by  the  Grower  subsequent  to  or  after  the  expiration 
of  the  term  herein  specified,  and  no  release  or  satisfaction  of  this  agreement  need  be  filed  for 
record. 

(8)  (a)  Inasmuch  as  the  remedy  at  law  would  be  inadequate  and  inasmuch  as  it  is  now  and 
ever  will  be  impractical  and  extremely  difficult  to  determine  the  actual  damage  resulting  to  the 
Association,  should  the  Grower  fail  to  sell  and  deliver  all  of  his  wool  crop  herein  specified,  pur- 
suant to  the  terms  and  conditions  hereof,  the  Grower  hereby  agrees  to  pay  to  the  Association  for 
all  wool  delivered,  sold,  consigned,  withheld  or  marketed  by  or  for  him,  other  than  in  accordance 
with  the  terms  hereof,  the  sum  of  five  (5)  cents  per  pound,  as  liquidated  damages  for  the  breach 
of  this  contract,  all  parties  agreeing  that  this  contract  is  one  of  a  series  dependent  for  its  true 
value  upon  the  adherence  by  each  and  all  of  the  growers  to  each  and  all  of  said  contracts. 

52 


(b)  The  Grower  agrees  that  in  the  event  of  a  breach  or  threatened  breach  by  him  of  any 
provision  regarding  delivery  of  wool,  the  Association  shall  be  entitled  to  an  injunction  to  prevent 
breach  or  further  breach  hereof,  and  a  decree  for  specific  performance  hereof,  and  the  parties 
agree  that  this  is  a  contract  for  the  purchase  and  sale  of  personal  property  under  special 
circumstances  and  conditions,  and  that  the  Association  or  buyer  cannot  go  into  the  open  market 
and  buy  wool  to  replace  any  which  the  Grower  may  fail  to  deliver. 

(c)  If  the  Association  brings  any  action  whatsoever,  by  reason  of  a  breach  or  threatened 
breach  hereof,  the  Grower  agrees  to  pay  to  the  Association  all  costs  of  court,  costs  for  bonds  and 
otherwise,  expenses  of  travel  and  all  expenses  arising  out  of  or  caused  by  the  litigation,  and  any 
reasonable  attorney's  fees  expended  or  incurred  by  it  in  such  proceedings,  and  all  such  costs  and 
expenses  shall  be  included  in  the  judgment  and  shall  be  entitled  to  the  benefit  of  any  lien  securing 
any  payment  thereunder.  Pending  the  adjudication  of  such  action,  and  upon  filing  a  verified  com- 
plaint showing  a  breach  or  threatened  breach  of  this  contract,  and  upon  filing  a  sufficient  bond, 
the  Association  shall  be  entitled  to  a  temporary  restraining  order  and  preliminary  injunction 
against  the  Grower. 

(9)    The  Grower  declares: 

(a)  Fleeces  from  the  following  number  and  kind  of  sheep  will  constitute  his  "entire  crop  of 
wool"  as  mentioned  in  Section  One  (1)  of  this  agreement: 


Kind                  Mark  with  "X" 

Number  of  head  of  each 
Ewes                                Bucks 

White-face               (        ) 
Black-face              (       ) 
Mixed-breeding     (       ) 

(b)    Are  your  sheep  leased? 


If  so,  to  (from)  whom? 


Name 
(c)    Are  your  sheep  or  wool  mortgaged? 


Post  Office 


If  so,  to  whom? 


Name 


Post  Office 


(10)  As  a  part  of  this  agreement,  it  is  understood  by  both  parties  hereto,  that  the  Grower 
shall  properly  tag  his  sheep  and  sack  tags  separately;  shear  on  a  board  platform  in  a  dry 
place;  tie  each  fleece  tightly  with  flesh  side  out,  using  paper  twine,  unless  otherwise  directed 
by  the  Directors;  keep  all  wool  as  free  from  burrs,  chaff  and  straw  as  is  possible;  and  sack 
and  deliver  all  dead  wool  in  separate  sacks,  marking  such  as  "dead  wool."  It  is  further  under- 
stood that  "tags"  as  herein  mentioned  shall  consist  only  of  discolored  wool  free  from  "dung 
locks,"  mud  or  other  excessive  foreign  material. 

53 


(11)  I  agree  to  comply  in  all  respects  with  the  conditions  of  the  foregoing  agreement. 

IN  WITNESS  WHEREOF  I  have  hereunto  set  my  hand  this day  of ,  19 

Name 

Contract  No. City 

Street  or  Rural  Route         


(12)  The  Association  accepts  the  above  and  foregoing,  insofar  as  it  may  constitute  an 
application  for  membership  in  the  Association  on  the  part  of  the  Grower,  and  authorizes  the 
Secretary  to  issue  to  the  Grower  a  formal  certificate  of  membership  in  the  Association,  and 
for   itself   authorizes   its   name    to  be  signed  and   its    seal    thereto    affixed   by   the    President 

of  said  Association  this day  of ,  19 


SHEEP  ASSOCIATION,  Incorporated 

By 

President 


U.  S.   GOVERNMENT  PRINTING  OFFICE  :    1965  0  —  779-267 
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Other  Publications  Available 

Farmer    Cooperatives:    Farm    Business  Tools.    Agricultural  Information  Bulletin  275.    Beryle 
Stanton. 

Organizing  a  Farmer  Cooperative.    Circular  18. 

How  to  Start  a  Cooperative.    Educational  Circular  18.    Irwin  W.  Rust. 

Financing  Farmer  Cooperatives.    Educational  Circular  5. 

Using  Your  Wool  Cooperative.    Educational  Circular  2. 

Improving  Management  of  Farmer  Cooperatives.    General  Report  120.    Milton  L.  Manuel. 

The    Wool    Department    of    the   Indiana    Farm    Bureau    Cooperative  Association,  Inc.    General 
Report  113.    Walter  L.  Hodde. 

Making  Member  Relations  Succeed.    Information  32.    Irwin  W.  Rust. 

What  Kind  of  Wool  Do  You  Market.    Information  16. 

How  Much  Did  Your  Wool  Bring.    Information  15. 


A  copy  of  each  of  these  publications  maybe  obtained  upon  request  while  a  supply  is  available 
from: 


Farmer  Cooperative  Service 

U.S.  Department  of  Agriculture 

Washington,  D.C.    20250 


